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Introduction: 
A mutual fond is an investment vehicle that pools in the monies of several investors, and 
collectively invests this amount in either the equity market or the debt market, or both, 
depending upon the fund's objective. This means one can access either the equity or the debt 
market, or both, without investing directly in equity or debt. 
A mutual fond means a fund established in the form of a trust by a sponsor to raise money by the 
trustees through the sale of units to the public under one or more schemes for investing in 
securities in accordance with the regulations. (SEBI, 1993). The income earned through these 
investments and the capital appreciations realized are shared by its unit holders in proportion to 
the number of units owned by them. Thus a Mutual Fund is the most suitable investment for the 
common man as it offers an opportunity to invest in a diversified, professionally managed basket 
of securities at a relatively low cost. The rapid growth of mutual fonds indicates the need for a 
deeper look into the performance of the mutual fonds taking into account the expectations from 
the investor and the capital market. (Jayadev, 1998) 
Most mutual fonds adopt investment styles that cluster around a broad market benchmark, few 
fonds take extreme positions away from the index but those who do are more likely to favour 
growth stocks and past winners. The bias towards glamour and the tendency of poorly 
performing value fonds to shift styles may reflect agency and behavioral considerations. After 
adjusting for style there is evidence that growth managers on average out perform value 
managers, though a fonds factor loadings and its portfolio characteristics generally yield similar 
conclusions about its style and approach using portfolio characteristics predict fond return better. 
Over the past 30 years numerous studies have examined whether or not mutual funds 
successfully time the market, these studies have focused exclusively on market returns: Do 
mutual fons capitalize of superior infonnation by increasing market exposure before market 
upswings or by decreasing market exposure before downturns? Although market returns are 
difficult to predict market volatility is predictable because it persists: high volatility is often 
followed by high volatility and low by low. 
In the case of mutual fonds, a fund's stated objective (such as, growth, income, or balanced) 
historically served as a limited fonn of product differentiation. However theses descriptions are 
generally too vague to be very infoiTnative. 
HISTORY OF MUTUAL FUNDS 
Mutual fund concept roots back to the sixties when reacting to the needs of more active 
mobilization of household savings the Reserve bank of India was entrusted to create a special 
institution to serve as a channel to these resources to the Indian capital market. Thus Unit Trust 
of India was started in 1964with a view to encouraging savings and investments and participation 
in the income, profits and gains accruing to the corporations from the acquisition, holding, 
management, and disposal of securities. (Sadhak, 2003) Till 1987 the UTI, popularly known as 
US 64, was the only mutual fund with a huge fund of Rs 6700 crore. The fund industry witnessed 
an unprecedented level of growth with the entry of mutual funds sponsored by nationalized 
banks and insurance companies in 1987 (Sahadevan & Thiripalraju, 1997) 
For the mutual fund industry a brand new era began in 1993 with the entry of the private sector 
players. The new private sector funds had distinctive advantages over others in the sense that 
Sadhak (1997): Most of them were jointly floated by the Indian and foreign asset management 
organizations and thus, facilitating access to the latest technology and foreign fund managers 
strategy. They were better able to attract the best managerial talents from the public sector, 
already available infrastructural inputs by the public sector made there setting up much easier. 
First Phase (1964-1987) 
Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set up by the 
Reserve Bank of India and functioned under the Regulatory and administrative control of the 
Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial Development 
Bank of India (IDBI) took over the regulatory and administrative control in place of RBI. The 
first scheme launched by UTI was Unit Scheme 1964. At the end of 1988 UTI had Rs.6,700 
crores of assets under management. 
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Second Phase -1987-1993 (Entry of Public Sector Funds) 
1987 marked the entry of non- UTI, public sector mutual fimds set up by public sector banks and 
Life Insurance Coiporation of India (LIC) and General Insurance Corporation of India (GIC). 
SBI Mutual Fund was the first non- UTI Mutual Fund established in June 1987 followed by 
Canbank Mutual Fund (Dec 87), Punjab National Bank Mutual Fund (Aug 89), Indian Bank 
Mutual Fund (Nov 89), Bank of India (Jun 90), Bank of Baroda Mutual Fund (Oct 92). LIC 
established its mutual fiind in June 1989 while GIC had set up its mutual fund in December 
1990. At the end of 1993, the mutual fund industry had assets under management of Rs.47,004 
crores. 
Third Phase - 1993-2003 (Entry of Private Sector Funds) 
With the entry of private sector funds in 1993, a new era started in the Indian mutual fund 
industi7, giving the Indian investors a wider choice of fund famihes. Also, 1993 was the year in 
which the first Mutual Fund Regulations came into being, under which all mutual Hinds, except 
UTI were to be registered and governed. The erstwhile Kothari Pioneer (now merged with 
FrankHn Templeton) was the first private sector mutual fund registered in July 1993. 
The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and 
revised Mutual Fund Regulations in 1996. The industry now fiinctions under the SEBI (Mutual 
Fund) Regulations 1996 
The number of mutual fund houses went on increasing, with many foreign mutual funds setting 
up funds in India and also the industry has witnessed several mergers and acquisitions. As at the 
end of January 2003, there were 33 mutual funds with total assets of Rs. 1,21,805 crores. The 
Unit Trust of India with Rs.44, 541 crores of assets under management was way ahead of other 
mutual funds. 
Fourth Phase - since February 2003 
In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was bifurcated 
into two separate entities. One is the Specified Undertaking of the Unit Trust of India with assets 
under management of Rs.29,835 crores as at the end of January 2003, representing broadly, the 
assets of US 64 scheme, assured return and certain other schemes. The Specified Undertaking of 
Unit Trust of India, functioning under an administrator and under the rules framed by 
Government of India and does not come under the purview of the Mutual Fund Regulations. The 
second is the UTI Mutual Fund Ltd, sponsored by SBI, PNB, BOB and LIC. It is registered with 
consolidation SEBI and functions under the Mutual Fund Regulations. With the bifurcation of 
the erstwhile UTI which had in March 2000 more than Rs.76,000 crores of assets under 
management and with the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual 
Fund Regulations, and with recent mergers taking place among different private sector funds, the 
mutual fund industry has entered its current phase ofand growth. As at the end of September, 
2004, there were 29 funds, which manage assets of Rs. 153108 crores under 421 schemes. 
(AMFl, 2001) 
PUBLIC SECTOR MUTUAL FUNDS 
1. State bank of India mutual fund (SBI) 
2. Unit trust of India (UTI) 
3. Bank of Baroda mutual funds 
4. LIC mutual funds 
PRIVATE SECTOR MUTUAL FUNDS 
1. Kotak Mahindra mutual funds 
2. Birla sun life mutual funds 
3. HDFC mutual fund 
4. Prudential ICICI mutual fund 
5. Tata mutual funds 
6. Reliance mutual funds 
ORGANISATION & MANAGEMENT OF MUTUAL FUND 
The concept of mutual funds in India dates back to the year 1963. The era between 1963 and 
1987 marked the existence of only one mutual fund company in India with Rs. 67bn assets under 
management (AUM), by the end of its monopoly era, the Unit Trust of India (UTl). By the end 
of the 80s decade, few other mutual fund companies in India took their position in mutual fund 
market. 
The new entries of mutual fund companies in India were SBI Mutual Fund, Canbank Mutual 
Fund, Punjab National Bank Mutual Fund, hdian Bank Mutual Fund, Bank of India Mutual 
Fund. 
The succeeding decade showed a new horizon in Indian mutual fund industry. By the end of 
1993, the total AUM of the industry was Rs. 470.04 bn. The private sector funds started 
penetrating the fund families. In the same year the first Mutual Fund Regulations came into 
existence with re-registering all mutual funds except UTI. The regulations were further given a 
revised shape in 1996. 
Mergers and Restructuring of Mutual Funds 
Some of the private sector mutual funds have gone for mergers and restructuring with the objectives of 
increasing the competitive skill, increasing the network of AMC, to promote operational synergies and 
efficiency. When SEBI prescribed that the net worth of the AMC must be Rs. 10 crores. HB AMC (worth 
Rs. 5.25 crores) merged into Credit Capital AMC (worth Rs. 5 crore). Zurich hidia Mutual Fund took 
over first the 20th Century Mutual Fund and then the ITC Threadneedle Mutual Fund in a two phase 
merger. Some of the cases of take over of mutual funds are: Apple Mutual Fund by Birla Mutual Fund, 
some schemes of Indbank Mutual Fund by Tata Mutual Fund and some schemes of BOI Mutual Fund by 
Tauras Mutual Fund. 
Prudential Corporation took over 55% shares of ICICI AMC and the name was changed to 
Prudential ICICI AMC. Management structure of ICICI AMC was changed. Hence, it can be 
said that consumers are confused about where their money are invested at present. 
Structure of Mutual Funds in India 
Like other countries, India has a legal framework within which mutual funds must be constituted. 
Unlike in the UK, where two distinct 'trust' and 'Coiporate' structures are followed with 
separate regulations, in India, open ended and close ended funds operate under the same 
regulatory Structure, and are constituted along one unique structure, and are constituted along 
one unique structure-as unit trusts. A Mutual Fund in India is allowed to issue open-ended and 
close end schemes under a common legal structure. Therefore a mutual fund may have general 
differential schemes (open and close end). Under it i.e. under the Unit Trust, at any point of time. 
The structure which is required to be followed by Mutual Funds in India is laid down under 
SEBI (Mutual Fund) regulations, 1996. 
CLASSIFICATION OF FUNDS 
Many people tend to wrongly equate mutual fund investing with equity investing. Fact is, equity 
is just one of the various asset classes mutual fimds invest in. They also invest in debt 
instruments such as bonds, debentures, commercial paper and government securities. 
Every scheme is bound by the investment objectives outlined by it in its prospectus, which 
determine the classes of securities it can invest in. Based on the asset classes, broadly speaking, 
the following types of mutual funds currently operate in the country. 
REAL ESTATE MUTUAL FUNDS (REMFs) 
The new and added flavor in the mutual fund market in the real estate mutual funds which are 
governed by the SEBI guidelines and regulations and include investment in debt and equity 
based securities. The REMFs offer a good investment oppoitunity for the growth in the fast 
paced worked of continuous investment. The real estate is booming and in at a great pace of 
development. It is expected to grow at about 3 times in usual by the year 2010 which come to 
about Rs. 7000 crores. 
One of the major plus points of the REMFs in India is the fact that in yields here are higher than 
elsewhere. Also various other sectors like IT, ITES, health, banking, insurance etc. have shown 
growth in the present time. Since the lifestyle and luxurious segment of the country is at a 
booming pace the investments in these types of mutual hinds are on the rise. 
However the major issues in these types of funds would be the high transaction costs involved 
and the length involved in obtain clearances from the authorities. There is also then the problem 
of lack of transparency and infonnation. These problems must be solved before the REMFs loose 
out on the market. There is buoyancy in housing sector and the REMFs coming up will surely 
help the markets and investors a lot. The NAVS of such funds are declared on a daily basis and 
all the funds are close ended. 
Thus to institutionalized the real estate sector it is essential that proper care must be taken for 
these funds taking into account the nonns of the country, various companies like Omaxe, 
Paravnath, Mahindra Life space. Prime urban estate developers etc. have come to capture the 
market. 
SEBI very recently declared that REMFs will be invested in the real estate assets. This 
declaration was given out very recently in April 2008. No mutual fiind will invest in an asset of 
real estate which was owned by an AMC during the period of last five years or in which the 
sponsor or its associates hold tenancy. 
Money Market Mutual Funds (MMMFs) 
These are Open ended Funds, but invest in high liquid and safe securities like commercial paper, 
banker acceptances, certificate of deposits, treasury bills etc. 
These instruments are called money market instruments which in USA are called 'money funds' 
in the USA. Investors usually use it as a 'parking place' or 'stop gap arrangement' for their cash 
resources till they finally decide about the proper avenue for their investment i.e., long term 
financial assets like bonds and stocks. 
Since in RBI has fixed the minimum amount of investment as Rs. One lakh, it is out of reach of 
many small investors. In the USA, the minimum amount is only $100. Recently, the private 
sector's funds have been permitted to deal in money market mutual funds. Generally, it is best 
suited only to institutional investors like banks and other financial institutions. 
Other Classification: 
Taxation Funds; Leveraged Funds; Dual Funds; Index Funds; Bond Funds; Aggressive Growth 
in Funds; Off Shore Mutual Funds 
1. EQUITY FUNDS 
a) INDEX FUNDS 
b) DIVERSIFIED FUNDS 
c) TAX-SAVING FUNDS 
d) SECTOR FUNDS 
2. DEBT FUNDS 
a) INCOME FUNDS 
b) GILT FUNDS 
c) LIQUID FUNDS 
THE 'RISK' IN DEBT FUNDS 
1. INTEREST RATE RISK 
2. CREDIT RISK 
3. LIQUIDITY RISK 
TYPES OF MUTUAL FUNDS AVAILABLE 
Domestic Equity Funds; Global/International Funds; Sector Fixed Income Funds; Hybrid Funds; 
Index Funds; Enhanced Index Funds; Asset Allocation Funds; Conservative Allocation Funds. 
TYPES OF MUTUAL FUND SCHEMES 
BY STRUCTURE: OPEN ENDED SCHEMES; CLOSED-ENDED SCHEMES; INTERVAL 
SCHEMES 
BY INVESTMENT OBJECTIVE: GROWTH SCHEMES; WCOME SCHEMES; BALANCED 
SCHEMES; MONEY MARKET SCHEMES 
OTHERS SCHEME: Tax Saving Schemes; 
SPECIAL SCHEMES: INDUSTRY SPECIFIC SCHEMES; INDEX SCHEMES; SECTOR 
SPECIFIC SCHEMES; 
Caps Defined: Large Cap; Mid Cap; Small Cap 
In India the Mutual Fund schemes the trustee company and the management company are 
organised and supervised principally under the following laws/regulations: 
• The SEBI MF regulations or, the SEBI CIS regulations, as the case may be issued under 
the securities. 
• TheCompanies Act, 1956 
• The Indian Trusts Act, 1882 
• The Indian Registration Act, 1908 
• Guidelines issued by The Reserve Bank of India (RBI) in respect of Non Banking 
Financial Companies. 
• The Foreign Exchange Management Act, 1999 
Objectives of the study: 
• The research studies the impact of the lifestyle on the investment behaviour of the 
individual investors to bring out the impact of micro and macro-economic factors on the 
Mutual Funds' performance with regard to risk-return expectations and perceptions about 
public sector and private sector investment alternatives (Mutual Fund) available to 
household investors. The major objective was to analyze in detail the performance 
evaluation of mutual funds in the public and private sector. Following are the specific 
objectives: 
• To examine the different schemes, launched by the public sector and private mutual funds 
in India and to identify their response and performance. 
• To evaluate the performance of mutual funds on the basis of quantitative and qualitative 
measures and to find the extent of diversification in the portfolio of securities of public-
sector sponsored and private-sector sponsored mutual funds. 
• To compare the performance of public-sector sponsored and private-sector sponsored 
mutual funds using traditional investment measures and to suggest measures to be 
implemented by the mutual fund companies. 
• To study the investor behavior in mutual fund schemes. 
RESEARCH METHODOLOGY 
A descriptive research design was adopted for this study. Judgment sample survey method was 
used. The sample consisted of investors in the public sector and private mutual fund schemes. 
The investors were shortlisted from the customers list from public sector and private sector 
mutual funds. From the pubhc sector customer list was taken from SBI and UTI and for private 
sector the customer list has been taken from HDFC, Kotak, ICICI and Reliance Growth, on the 
basis of the ratings - AAA, AA, A - provided by the rating agencies. 
A qualitative piece of research rather than quantifying the data and doing calculations, tries to 
understand and estimate the peoples ideas and their behavioral patterns. One of the important 
tools of qualitative research is the questionnaire survey. McQuarrie (2005) defines a 
questionnaire as any fixed set of questions intended to be completed by respondents. 
Sample Size 
The sample size was 262 investors: out of which 37 were in the age group of 20-30 
28 in the age group of 30-40 
62 in the age group of 40-50 
135 in the age group of 50-60 
Sample Element 
It comprises of individual/investors and different types of investors selected from the list 
provided by mutual funds. 
Sample Unit: 
Private sector and public sector organization for mutual funds. This research was carried out in 
Delhi region. 
Profession wise brealiup: 
22 Chartered Accountants 
20 ICWA's 
45 Company Secretary's 
175 other professionals 
Income bracket: 
52 investors - 10,000 - 20,000 
78 investors - 20,000 - 50,000 
120 investors - 50,000 - 1,00,000 
12 investors - 1,00,000 - 5,00,000 
Scheme selection: 
For the purpose of the study all AAA, AA and A rated schemes have been considered due to 
paucity of data for schemes which are not rated. Also in the equity only rated growth schemes 
and under debt only medium and long term rated debt schemes have been considered due to 
limited infoiTnation and inappropriate data, paucity of time. 
Data: 
The study examines open ended 28 equity/growth schemes launched by selected private and 
public sector mutual fiinds. (See Table A) For selection of the mutual fund schemes the factors 
like past record of the organization, growth prospects, credit ratings along with return and 
dividends have been taken. For analyzing the perception of the investors a questionnaire was 
prepared with 28 questions along with a detailed demographic profile and income, profession of 
the investors. 
Data Analysis 
Data was analysed using SPSS. Engstrom (2004) claims that not only the factors such as fund 
size, fees, trading activity and past returns determine the funds performance but also there are 
some unexplored areas such as investments strategy play an important role. However not much 
research has been made on such factors on the emerging markets. Bulk of literature shows that 
are a number of factors that determine and impact the performance and growth of the mutual 
funds. One basic issue that has received a lot of attention from the academics is that - is the past 
performance of the mutual fund a good indicator to evaluate and measure the present 
performance? Some studies show that there are traces of evidence to show that there is no 
positive relationship between the past and the current performance. (Balke et. al, 1993; Bogle, 
1992; Brown and Goetzman, 1995) several studies such as that of Blake et al (1993), Carhart 
(1997), Elton et. al (1996) show that there is an inverse relationship between the transaction cost 
and performance of the funds. (Also known as expense ratio) 
Judgmental sampling 
Judgmental sampling has been used for the study as it is somewhat different from convenience 
sampling on the basis of the concept because it requires a judgment or an 'educated guess' as to 
who should represent the population. 
Since it is a focus group study therefore judgment sampling has been used rather than probability 
sampling. The focus group represented in the study are the investors who had invested in the 
public sector and private sector mutual fiinds. The investors were shortlisted from the customers 
list from public sector and private sector mutual funds. 
Questionnaire Design: 
The questionnaire was designed by selecting the factors to be analyzed and based on these 
factors suitable questions were framed. A pilot study was conducted for that purpose and 18 
respondents were identified for this purpose. These respondents were from cross section of 
expected respondents like CA, CS and others. Besides these 3 academicians were also asked to 
fill the questionnaire. The feedback received on the questions was incorporated at the stage of 
finalization of the instrument. 
Questionnaire allowed to provide information about the decision making process of the investors 
in mutual funds. The questionnaire has been designed and structured in such a manner that it 
could be answered in a short span of time. Questionnaires can be both open ended and close 
ended, Denzin et al, (2000). In this study the questionnaire contained largely fix questions and 
analyzed on WAS and MEANS scale, in order to know the respondents feelings and attitude 
towards different factors. Close ended questions provide the researcher a uniformed set of 
answers and enabled me to provide an effective statistical analysis of the data. 
However this requires the questionnaires to be constructed correctly. In order to make sure that 
the questions were valid and an effective tool to get the desired inforaiation, four fund mangers 
were interviewed and their inputs were used before designing the questionnaire. The structure 
was divided into three parts: 
1. To know their personal preferences for investment 
2. To know what according to them are significant factors for deciding about the investment 
and their personal attributes, qualifications, profession and age. 
3. And seeking their views regarding the performance and security aspects of the various 
schemes of public and private sector mutual funds. 
Sample Size 
The sample size was 262 investors: out of which 37 were in the age group of 20-30 
28 in the age group of 30-40 
62 in the age group of 40-50 
135 in the age group of 50-60 
Sample Element 
It comprises of individual/investors and different types of investors selected from the list 
provided by mutual funds. 
Sample Unit: 
Private sector and public sector organization for mutual funds. This research was carried out in 
Delhi region. 
Profession wise breakup: 
22 Chartered Accountants 
201CWA's 
45 Company Secretary's 
175 other professionals 
Income bracket: 
52 investors - 10,000 - 20,000 
78 investors - 20,000 - 50,000 
120 investors - 50,000 - 1,00,000 
12 investors - 1,00,000 - 5,00,000 
Period of study: 
The growth schemes which had been floated by the selected funds during the period January 
1993 to July 2005 have been considered for the purpose of the study. Daily Net Asset Value 
(NAV) as declared by the relevant mutual funds from the inception date of a particular scheme to 
July 2005 have been used for the study. 
Scheme selection: 
For the purpose of the study all AAA, AA and A rated schemes have been considered due to 
paucity of data for schemes which are not rated. Also in the equity only rated growth schemes 
and under debt only medium and long term rated debt schemes have been considered due to 
limited information and inappropriate data, paucity of time. 
Research Instrument: The questionnaire is the most common instrument used to collect the 
primary data. A questionnaire consists of set of questions presented to the respondents for the 
answers. The strategy adopted has been to use the filled up responses of the investors and 
analyzing them. 
For studying perceptions of investors, a primary survey was undertaken. Usable questionnaire of 
respondents were considered for this study. To analyse the statistical techniques like weighted 
average and mean were applied. Moreover for perception of the investors in the public sector and 
private sector institutions in the questionnaire specific response has been obtained on the 
variables trust, bonding, communication, empathy, reciprocity, culture and customer satisfaction. 
TOOLS USED 
STANDARD DEVIATION (E); CO-EFFICIENT OF DETERMINATION (R^); BETA (P) 
RISK - ADJUSTED RETURN; Return per unit of risk; Differential return (a); Return per unit of 
risk; SHARPE RATIO; TREYNOR RATIO; SHARPE RATIO; TREYNOR RATIO; 
DIFFERENTIAL RETURN; JENSEN RATIO; RETURNS. 
The comparative analysis of all the schemes has been done by using following method: 
Step 1: Find the range of the parameter, for which categorization has to be done, which can be 
calculated as below: 
Range = maximum value - minimum value 
Step 2: Divide the range by number of intervals to be made. Since in the above case since 3 
categories has to be formed therefore, it has been divided by 3. 
Step 3: FoiTn the class intervals for various categories 
The research has been conducted so as to cover the following parameters: 
For the purpose of analyzing the various schemes following parameters have been used: 
• Portfolio 
• Expenses 
Risk and Volatility 
Risk Adjusted Return 
• Returns 
For measuring the risk in context of volatility of the fiind following measures have been used: 
• Funds Volatility (Standard Deviation) i.e. Variation from the average 
• Funds Resemblance (Coefficient of Determination, R )^ i.e. the extent to which the movement in 
the fund can be explained by corresponding benchmark index. 
• Funds volatility as regards the market index (Beta, P) i.e. is the extent of co-movement of fund 
with that of benchmark index. 
For the purpose of our analysis last three years returns i.e. From April 1, 2002 to May 31 2005 have been 
taken into consideration so as to have true picture of the average return that a particular scheme fetched. 
For comparing the returns earned by the schemes, BSE 30 has been taken as the benchmark index. 
Returns for both benchmark market index i.e. BSE 30 and the schemes have been calculated from the 
daily index value and net asset value (NfAV) respectively. Then the average of the series so developed has 
been taken. By comparing last three years average returns with the benchmark it has been ascertained as 
to how much returns were given by a particular scheme in comparison to the return given by the market 
on the scheme under that same category. 
The growth oriented schemes which have been floated by the selected funds during January 1993 to May 
2005 have been considered for data analysis. Daily Net Asset Value (NAV) as declared by the relevant 
mutual funds from the inception date of a particular scheme to May 2005 has been used for the purpose. 
The undemoted open ended 28 equity/growth schemes launched by selected mutual funds have been 
studied. These selected schemes have been launched during January 1993 till May 2005. Daily Net Asset 
Value (NAV) data has been used and the period of the data considered is from the date of inception of he 
scheme or from the date of availability till May 31 2005. 
LIMITATIONS OF THE STUDY 
The study is based on 262 investors of Delhi Region. The Study is not exhaustive and has a 
scope of further research. The present study will relate to urban people only. Influence of certain 
variables like expert's views and suggestions of brokers etc. on investor's behaviour and 
satisfaction cannot be studied in detail due to time factor. Personal bias involved in respondent's 
answers becomes the major hurdle in obtaining the true information. Also the measurement of 
data is subjected to errors. 
MAJOR FINDINGS OF THE STUDY 
The following are the major finding of the study: 
1. Past record of the organization is a very significant factor for investing in mutual fund. 
2. Growth prospects are another factor which is significant for the investors to invest in 
public sector and private sector mutual fund schemes. 
3. Credit ratings by different credit rating agencies are a significant factor which influences 
the perception of investors. 
4. Market fluctuations significantly influence the investors for investment decisions. 
5. Portfolio selection and selecting the types of securities is a very significant criterion for 
judging the performance of mutual fiinds. 
6. Mutual fiind investments are suitable for small investors. 
7. Higher tax yields are required for encouraging the investment in mutual fiinds. 
8. Mutual fund investments provide shield against direct investment in shares. 
9. In all the public sector mutual fiinds, as per the corpus or the total amount invested by the 
people UTI still holds the maximum share. However the trend has moved in favour of 
private sectors, more sharply since 2000-01. 
10. Within the private sector the fiands leading are Franklin Templeton India, HDFC mutual 
fiand. Reliance mutual fund etc. 
11. As per schemes wise break up, out of the total currently operative schemes maximum 
investments are in growth schemes. 
12. The proportion of open ended schemes as against close ended ones in all the categories is 
very high 
13. The most preferred basis for an investment option are high returns at first place followed 
by safety and reliability at second and third place respectively. 
14. As per the analysis people prefer to invest in equity schemes the most because of higher 
returns and then in balance schemes followed by sector specific schemes and debt 
schemes. 
15. Disclosure of adequate informafion is ranked at the first place followed by market 
fluctuations as the most important factors influencing the choice investment into a fiand. 
16. The respondents consider only the return provided to be the best criteria for performance 
appraisal followed by NAV 
17. On analysis it has been revealed that investors do not rate the fiinds performance based 
on its size to be a guarantee for better performance that is bigger size fiind is not assumed 
to be a guarantee for better performance like in the case of UTI. 
18. Majority of investors base their investment decisions either through the newspapers or 
published journals and very less numbers base their investments on the basis of broker 
advice or suggestions. 
19. Analysis of returns received highlighted the finding that nearly four fifth of the investors 
have got either high or very high returns from mutual funds due to the boom in Indian 
stock markets. 
20. Public sector mutual funds are not more secured than the private sector mutual funds. 
21. Mutual fiind investments provide shield against the risk of loss due to direct investment 
in shares. 
22. Private sector mutual funds have perfomied better than the public sector mutual fiands. 
23. The respondents have cleariy shown that the reciprocity plays a key role as perceptual 
parameters in the buying of private sector mutual funds. 
24. The respondents have disagreed with the perceptual parameters of empathy and tmst 
playing a key role in determining that public sector mutual funds are more secure than 
private sector mutual funds. 
CONCLUSION 
In the last decade we have seen enormous growth in the size of mutual fund industry in India. 
Especially the private sector has shown tremendous growth. With unmatched advances on the 
information technology, increased role of the institutional investors in the stock market and the 
SEBI still in its infancy, the mutual fund industry players gained unparallel and unchecked 
power. To ensure the safety of the investment against whims and fancies of professional fund 
managers have become the need of the hour. 
The present study has been undertaken to impart awareness of the functioning of the mutual 
funds and also to provide information, knowledge and insight for taking investments decision 
pragmatically and also simultaneously ward off the impending risk in taking investment 
decision. Also it was conducted to know the changes in the management pattern of private and 
public sector mutual fund. The role of SEBI on one hand and the performance of the schemes 
launched by both the sector mutual fund on the other. The study also examined, whether the 
claims of mutual fund for providing diversified portfolio of securities so as to earn better return 
is justified or not by measuring the performance of most preferred mutual fund in the category of 
both private sector and public sector mutual fund. 
The major objecfive was to analyze in detail the performance evaluafion of mutual fiinds in the 
public and private sector. And the specific objectives to examine the different schemes, launched 
by the public sector and private mutual funds in India and to identify their response and 
performance; to evaluate the performance of mutual funds on the basis of quantitative and 
qualitative measures and to find the extent of diversification in the portfolio of securities of 
public-sector sponsored and private-sector sponsored mutual funds; to compare the performance 
of public-sector sponsored and private-sector sponsored mutual funds using tradifional 
investment measures and to suggest measures to be implemented by the mutual fund companies. 
Another objective was to study the investor behavior in mutual fund schemes. These objectives 
have been achieved by the study by data analysis, descriptive statisfics including means and 
Standard deviations. The objectives have been attained through the scale statistics, T Test, 
ANOVA, Cross tabulations, SPSS, Pie Charts, Factor Analysis, along with using the technique 
of Commonalities and Component Matrix. 
On the basis of primary and secondary data analysis the under noted conclusions have been 
achieved from the study: 
1) Mutual funds are classified as open and closed end. Closed end funds are traded like 
other securities. They do not redeem units for their investors. Open end funds redeem 
units for net asset value at the request of the investor. 
2) Net asset value equals the market value of assets held by the mutual fund minus the 
liabilities of the fund divided by the shares outstanding. 
3) Mutual funds free the individuals from any administrative burdens of owning individual 
securities and offer professional management of the portfolio. They also offer advantages 
that are available only to large scale investors such as discounted traded costs. 
4) Mutual funds are often categorized by investment policy which are further grouped 
according to the emphasis on income versus growth; fixed income funds; balanced and 
income funds; assed allocation funds; index funds and specialized sector funds. 
5) Cost of investing in mutual funds involve front end loads which are sales charges; back 
end loads which are redemption fees which are more formally, contingent- deferred 
charges; fund operating expenses. 
6) Income earned on mutual fund portfolio's is not texted at the level of the ftmd instead, as 
long as the fund meets certain requirements for past through status, the income is treated 
as being earned by the investors in the fund. 
On the basis of the primary and secondary data analysis the conclusion reached in regard 
to the performance of private sector and public sector mutual funds it has been found that 
the private sector schemes have outperformed the public sector schemes. The public 
sector mutual funds have not been found more secured than private sector mutual fiinds. 
The investors have ranked mutual fund investments as the most preferred investment 
avenue as compared to shares, fixed deposits, gold and government schemes. High return 
is the most significant basis for selection of an investment avenue. Maximum number of 
investors go for growth and dividend schemes of mutual funds. Newspapers, journals, 
TV, internet have been found by the investors as the most important source of fimd 
information. Disclosure of adequate information is ranked as number one performance 
criterion for investment into mutual funds. Similarly returns/dividends have been ranked 
as number one performance criterion for investment in mutual funds. Majority of the 
investors found that mutual funds are good avenue for investments for small investors. 
Similarly majority of the respondents agree that mutual fiinds give higher returns than 
other investments. Majority of the respondents were of the opinion that private sector 
mutual funds perform better than public sector mutual funds, due to its cost efficient 
management. The respondents strongly agreed that higher tax shield should be provided 
for mutual fund investments. The respondents also opined that close ended mutual funds 
are less risky than open ended mutual funds. They also opined that public sector mutual 
funds have not been found to be more secured than private sector mutual funds. As per 
the responses it has been concluded that there exists a perceptual difference among the 
customers of public and private sector organizations in regard to the dimensions of trust, 
bonding, communication, empathy, reciprocity, customer satisfaction. The analysis 
depicts that the public sector has to adopt radical perceptual orientation in the personnel 
to satisfy the customer expectation in regard to relationship marketing philosophy. 
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CHAPTER 1 
INTRODUCTION 
A mutual fund is an investment vehicle that pools in the monies of several investors, 
and collectively invests this amount in either the equity market or the debt market, or 
both, depending upon the fund's objective. This means one can access either the 
equity or the debt market, or both, without investing directly in equity or debt. 
As given by Bansal, a mutual fund is a financial service organization that receives 
money from share holders, invests it, earns return on it, make it grow, and agrees to 
pay the share holder cash on demand for the current value of his investment. It acts as 
a non depository financial intermediary, mobilizing the savings, particularly from the 
small and household sectors for investment in capital and money markets. (Bansal, 
1997) 
A mutual fund means a fund established in the form of a trust by a sponsor to raise 
money by the trustees through the sale of units to the public under one or more 
schemes for invesfing in securities in accordance with the regulations. (SEBI, 1993). 
The income earned through these investments and the capital appreciations realized 
are shared by its unit holders in proportion to the number of units owned by them. 
Thus a Mutual Fund is the most suitable investment for the common man as it offers 
an opportunity to invest in a diversified, professionally managed basket of securities 
at a relatively low cost. The rapid growth of mutual funds indicates the need for a 
deeper look into the performance of the mutual fiinds taking into account the 
expectations from the investor and the capital market.(Jayadev, 1998) 
Mutual fund as an institutional investor plays a vital role in causing the stock market 
to function on sound and healthy lines. From the capital markets point of view mutual 
funds are influencing the stock market in terms of stability and volatility. (Jayadev, 
1998) 
Most mutual funds adopt investment styles that cluster around a broad market 
benchmark, few funds take extreme positions away from the index but those who do 
are more likely to favour growth stocks and past winners. The bias towards glamour 
and the tendency of poorly performing value funds to shift styles may reflect agency 
and behavioral considerations. After adjusting for style there is evidence that growth 
managers on average out perfonn value managers, though a funds factor loadings and 
its portfolio characteristics generally yield similar conclusions about its style and 
approach using portfolio characteristics predict fund return better. (Chan, Chen, 
Lakonishok, 2002) 
Over the past 30 years numerous studies have examined whether or not mutual funds 
successfully time the market, these studies have focused exclusively on market 
returns: Do mutual funds capitalize of superior information by increasing market 
exposure before market upswings or by decreasing market exposure before 
downturns? Although market returns are difficult to predict market volatility is 
predictable because it persists: high volafility is often followed by high volatility and 
low by low. (Busse, 1999) When managers adjust portfolio weights in response to 
infomiation that is not reflected in conditional models, the portfolio weights are 
conditionally con-elated with future returns given the public infomiation. In such 
cases the alpha is a time-varying fiinction of the conditional covariance between the 
managers weights and future returns, given the public information. (Christopherson, 
Person, and Glassman, 1998) 
For the strategy used to predict the market fund managers who attempt to time the 
market might use publically available information. (Person and Schadt,, 1996). When 
a fiind receives large inflow of cash, it might not immediately invest the cash in stock 
market. As the new cash earns a return that is not highly correlated with the stock 
market the systematic risk of the fiind could decline if cash flows are positively 
correlated with volatility then even when ftind managers are not actively timing 
volatility the reductions in systematic risks during periods of high volatility could give 
the appearance of volatility timings. (Person and Warther, 1996) 
In the case of mutual ftinds, a fund's stated objective (such as, growth, income, or 
balanced) historically served as a limited form of product differentiation. However 
these descriptions are generally too vague to be very informative. (Chan, Chen, 
Lakonishok, 2002) 
A different style classification procedure that is widely used in the investment 
management industry is the procedure which regresses a funds return on the returns to 
cash and a variety of equity classes. The regression coefficients are constrained to be 
non negative and sum to one, so they can be interpreted as portfolio weights. The 
model thus yield the funds effective asset mix. (Sharpe, 1992) 
Competitive advantage grows fiindamentally out of the value a firm is able to create 
for its buyer that exceeds the firms cost of creating it. (Poter, 1985) The investor 
sentiment can represent trading on noise rather than trading on news or trading 
explained by poplar models. (Pisher (1986) and Shiller, 1984) 
With a very few exceptions, mainly in Asia, mutual funds grew explosively in most 
countries around the world during 1990s. One of the major determinants for this 
overall progress was identified as the tremendous development of the capital markets 
and the way they were oriented. (Klapper et al, 2003) 
HISTORY OF MUTUAL FUNDS 
Mutual fund concept roots back to the sixties when reacting to the needs of more 
active mobilization of household savings the Reserve bank of India was entrusted to 
create a special institution to serve as a channel to these resources to the Indian capital 
market. Thus Unit Trust of India was started in 1964with a view to encouraging 
savings and investments and participation in the income, profits and gains accruing to 
the cor]:)orations from the acquisition, holding, management, and disposal of 
securities. (Sadhak, 2003) Till 1987 the UTI, populariy known as US 64, was the only 
mutual fund with a huge fund of Rs 6700 crore. The fund industry witnessed an 
unprecedented level of growth with the entry of mutual funds sponsored by 
nationalized banks and insurance companies in 1987 (Sahadevan & Thiripalraju, 
1997) 
For the mutual fund industry a brand new era began in 1993 with the entry of the 
private sector players. The new private sector funds had distinctive advantages over 
others in the sense that Sadhak (1997): Most of them were jointly floated by the 
Indian and foreign asset management organizations and thus, facilitating access to the 
latest technology and foreign fund managers strategy. They were better able to attract 
the best managerial talents from the public sector, already available infrastructural 
inputs by the public sector made their setting up much easier. 
First Phase (1964-1987) 
Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set 
up by the Reserve Bank of India and functioned under the Regulatory and 
administrative control of the Reserve Bank of India. In 1978 UTI was de-linked from 
the RBI and the Industrial Development Bank of India (IDBI) took over the 
regulatory and administrative control in place of RBI. The first scheme launched by 
UTI was Unit Scheme 1964. At the end of 1988 UTI had Rs.6,700 crores of assets 
under management. 
Second Phase -1987-1993 (Entry of Public Sector Funds) 
1987 marked the entry of non- UTI, public sector mutual fiinds set up by public sector 
banks and Life Insurance Corporation of India (LIC) and General Insurance 
Corporation of India (GIC). SBI Mutual Fund was the first non- UTI Mutual Fund 
established in June 1987 followed by Canbank Mutual Fund (Dec 87), Punjab 
National Bank Mutual Fund (Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of 
India (Jun 90), Bank of Baroda Mutual Fund (Oct 92). LIC established its mutual fund 
in June 1989 while GIC had set up its mutual fiind in December 1990. 
At the end of 1993, the mutual fund industry had assets under management of 
Rs.47,004 crores. 
Third Phase -1993-2003 (Entry of Private Sector Funds) 
With the entry of private sector funds in 1993, a new era started in the Indian mutual 
fiind industry, giving the Indian investors a wider choice of fiind families. Also, 1993 
was the year in which the first Mutual Fund Regulations came into being, under 
which all mutual ftinds, except UTI were to be registered and governed. The erstwhile 
Kothari Pioneer (now merged with Franklin Templeton) was the first private sector 
mutual fund registered in July 1993. 
The 1993 SEBl (Mutual Fund) Regulations were substituted by a more 
comprehensive and revised Mutual Fund Regulations in 1996. The industry now 
functions under the SEBI (Mutual Fund) Regulations 1996 
The number of mutual fund houses went on increasing, with many foreign mutual 
funds setting up funds in India and also the industry has witnessed several mergers 
and acquisitions. As at the end of January 2003, there were 33 mutual funds with total 
assets of Rs. 1,21,805 crores. The Unit Trust of India with Rs.44, 541 crores of assets 
under management was way ahead of other mutual funds. 
Fourth Phase - since February 2003 
In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was 
bifurcated into two separate entities. One is the Specified Undertaking of the Unit Tiust of 
India with assets under management of Rs.29,835 crores as at the end of January 2003, 
representing broadly, the assets of US 64 scheme, assured return and certain other 
schemes. The Specified Undertaking of Unit Trust of India, functioning under an 
administrator and under the rules framed by Government of India and does not come 
under the purview of the Mutual Fund Regulations. The second is the UTI Mutual Fund 
Ltd, sponsored by SBI, FNB, BOB and LIC. It is registered with SEBI and functions under 
the Mutual Fund Regulations. With the bifurcation of the erstwhile UTI which had in 
March 2000 more than Rs.76,000 crores of assets under management and with the setting 
up of a UTI Mutual Fund, conforming to the SEBI Mutual Fund Regulations, and with 
recent mergers taking place among different private sector funds, the mutual fiind industry 
has entered its current phase of consolidation and growth. As at the end of September, 
2004, there were 29 funds, which manage assets of Rs. 153108 crores under 421 schemes. 
(AMFI,2001) 
The table indicates the growth of assets over the years 
Table 1.1 Asset Under Management - AMC - Wise as on 31'' March, 2004 (Rs. in 
crores) 
Sr.No 
A 
B 
CI 
C2 
C3 
Name of the Asset Management Company 
BANK SPONSORED 
BOB Asset Management Co. Ltd. 
Canbank Investment Management Services 
Ltd. 
SBI Funds Management Ltd. 
UTI Asset Management Company Pvt. Ltd 
Total A 
INSTITUTIONS 
GIC Asset Management Co. Ltd. 
IL & FS Asset Management Co. Ltd. 
Jeevan Bima Sahayog Asset Management Co. 
Ltd. 
Total B 
PRIVATE SECTOR 
Benchmark Asset Management Co. Pvt. Ltd. 
Cholamandalam Asset Management Co. Ltd. 
Escorts Asset Management Ltd. 
JM Capital Management Pvt. Ltd. 
Kotak Mahindra Asset Management Co. Ltd. 
Reliance Capital Asset Management Co. Pvt. 
Ltd. 
Sahara Asset Management Co. Pvt Ltd. 
Sundaram Asset Management Company Ltd. 
Tata Asset Management Private Ltd. 
Total CI 
JOINT VENTURES PREDOMINANTLY 
INDIAN 
Birla Sunlife Asset Management Co. Ltd. 
Credit Capital Asset Management Co. Ltd. 
DSP Merill Lynch Fund Managers Ltd. 
HDFC Asset Management Co. Ltd. 
Total C2 
JOINT VENTURES -
PREDOMINANTLY FOREIGN 
Asset under Management 
(Rs. in Crores) 
429 
1416 
5320 
19073 
26238 
209 
1761 
5096 
7066 
78 
1139 
140 
4212 
5567 
10806 
415 
2005 
5211 
29573 
9720 
140 
6201 
15778 
31839 
Alliance Capital Asset Management (India) 
Pvt. Ltd. 
Deutsche Asset Management (India) Pvt. Ltd. 
Franklin Templeton Asset Management 
(India) Pvt. Ltd. 
HSBC Asset Management (India) Private Ltd. 
ING Investment Management (India) Pvt. Ltd. 
Morgan Stanley Investment Management Pvt. 
Ltd. 
Prudential ICICI Asset Management Co. Ltd. 
Principal Asset Management Co. Pvt. Ltd. 
Standard Chartered Asset Management Co. 
Pvt. Ltd. 
Total C3 
Total (CI + C2 + C3) 
Total (A + B + C) 
2462 
2391 
17085 
5625 
1495 
1963 
15181 
4638 
9362 
59302 
120714 
154018 
It should be noted that there are certain factors such as the volatility of the market; extent 
of regulations and the size and the extent of the governments involvement that distinguish 
the mutual funds in the emerging markets from their counterparts in established financial 
markets. (Ramasamy and Yeung, 2003) 
PUBLIC SECTOR MUTUAL FUNDS 
State Bank of India Mutual Fund 
State Bank of India Mutual Fund is the first Bank sponsored Mutual Fund to launch 
offshore fund, the India Magnum Fund with a corpus of Rs. 225 cr. approximately. Today 
it is the largest Bank sponsored Mutual Fund in India. They have already launched 35 
Schemes out of which 15 have already yielded handsome returns to investors. State Bank 
of India Mutual Fund has more than Rs. 5,500 Crores as AUM. Now it has an investor 
base of over 8 Lakhs spread over 18 schemes. 
Unit Trust of India Mutual Fund 
UTI Asset Management Company Private Limited, established in Jan 14, 2003, manages 
the UTI Mutual Fund with the support of UTI Trustee Company Private Limited. UTI 
Asset Management Company presently manages a corpus of over Rs.20000 Crore. The 
sponsors of UTI Mutual Fund are Bank of Baroda (BOB), Punjab National Bank (PNB), 
State Bank of India (SBl), and Life Insurance Corporation of India (LIC). The schemes of 
UTI Mutual Fund are Liquid Funds, Income Funds, Asset Management Funds, Index 
Funds, Equity Funds and Balance Funds. 
Bank of Baroda iMutual Fund (BOB Mutual Fund) 
Bank of Baroda Mutual Fund or BOB Mutual Fund was setup on October 30, 1992 under 
the sponsorship of Bank of Baroda. BOB Asset Management Company Limited is the 
AMC of BOB Mutual Fund and was incorporated on November 5, 1992. Deutsche Bank 
AG is the custodian. 
Canbank Mutual Fund 
Canbank Mutual Fund was setup on December 19, 1987 with Canara Bank acting as the 
sponsor. Canbank Investment Management Services Ltd. incorporated on March 2, 1993 
is the AMC. The Corporate Office of the AMC is in Mumbai. 
Lie Mutual Fund 
Life Insurance Corporation of India set up LIC Mutual Fund on 19th June 1989. It 
contributed Rs. 2 Crores towards the corpus of the Fund. LIC Mutual Fund was 
constituted as a Trust in accordance with the provisions of the Indian Trust Act, 1882. . 
The Company started its business on 29th April 1994. The Trustees of LIC Mutual Fund 
have appointed Jeevan Bima Sahayog Asset Management Company Ltd as the Investment 
Managers for LIC Mutual Fund. 
GIG Mutual Fund 
GIC Mutual Fund, sponsored by General Insurance Corporation of India (GIC), a 
Government of India undertaking and the four Public Sector General Insurance 
Companies, viz. National Insurance Co. Ltd (NIC), The New India Assurance Co. Ltd. 
(NIA), The Oriental Insurance Co. Ltd (QIC) and United India Insurance Co. Ltd. (UII) 
and is constituted as a Trust in accordance with the provisions of the Indian Trusts Act, 
1882. 
PRIVATE SECTOR MUTUAL FUNDS 
ABN AMRO Mutual Fund 
ABN AMRO Mutual Fund was setup on April 15, 2004 with ABN AMRO Trustee (India) 
Fvt. Ltd. as the Trustee Company. The AMC, ABN AMRO Asset Management (India) 
Ltd. was incorporated on November 4, 2003. Deutsche Bank A G is the custodian of ABN 
AMRO Mutual Fund. 
Birla Sun Life Mutual Fund 
Birla Sun Life Mutual Fund is the joint venture of Aditya Birla Group and Sun Life 
Financial. Sun Life Financial is a global organisation and is being represented in Canada, 
the US, the Philippines, Japan, Indonesia and Bermuda apart from India. Birla Sun Life 
Mutual Fund follows a conservative long-term approach to investment. Recently it crossed 
AUMofRs. 10,000 crores. 
HDFC Mutual Fund 
HDFC Mutual Fund was setup on June 30, 2000 with two sponsors namely Housing 
Development Finance Corporation Limited and Standard Life Investments Limited. 
HSBC Mutual Fund 
HSBC Mutual Fund was setup on May 27, 2002 with HSBC Securities and Capital 
Markets (India) Private Limited as the sponsor. Board of Trustees, HSBC Mutual Fund 
acts as the Trustee Company of HSBC Mutual Fund. 
ING Vysya Mutual Fund 
ING Vysya Mutual Fund was setup on Febioiary 11, 1999 with the same named Trustee 
Company. It is a joint venture of Vysya and ING. The AMC, ING Investment 
Management (India) Pvt. Ltd. was incorporated on April 6, 1998. 
Prudential ICICI Mutual Fund 
The mutual fund of ICICI is a joint venture with Prudential Pic. of America, one of the 
largest life insurance companies in the USA . Prudential ICICI Mutual Fund was setup on 
13th of October, 1993 with two sponsors. Prudential Plc. and ICICI Ltd. The Trustee 
Company formed is Prudential ICICI Trust Ltd. and the AMC is Prudential ICICI Asset 
Management Company Limited incorporated on 22nd of June, 1993. 
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Sahara Mutual Fund 
Sahara Mutual Fund was set up on July 18, 1996 with Sahara India Financial Corporation 
Ltd. as the sponsor. Sahara Asset Management Company Private Limited incorporated on 
August 31, 1995 works as the AMC of Sahara Mutual Fund. The paid-up capital of the 
AMC stands at Rs 25.8 crore. 
Tata Mutual Fund 
Tata Mutual Fund (TMF) is a Trust under the Indian Trust Act, 1882. The sponsors for 
Tata Mutual Fund are Tata Sons Ltd., and Tata Investment Corporation Ltd. The 
investment manager is Tata Asset Management Limited and its Tata Trustee Company 
Pvt. Limited. Tata Asset Management Limited's is one of the fastest in the country with 
more than Rs. 7,703 crores (as on April 30, 2005) of AUM. 
Kotak Mahindra Mutual Fund 
Kotak Mahindra Asset Management Company (KMAMC) is a subsidiary of KMBL. It is 
presently having more than 1,99,818 investors in its various schemes. KMAMC started its 
operations in December 1998. Kotak Mahindra Mutual Fund offers schemes catering to 
investors with varying risk - return profiles. It was the first company to launch dedicated 
gilt scheme investing only in government securities. 
Reliance Mutual Fund 
Reliance Mutual Fund (RMF) was established as trust under Indian Trusts Act, 1882. The 
sponsor of RMF is Reliance Capital Limited and Reliance Capital Trustee Co. Limited is 
the Trustee. It was registered on June 30, 1995 as Reliance Capital Mutual Fund which 
was changed on March 11, 2004. Reliance Mutual Fund was formed for launching of 
various schemes under which units are issued to the Public with a view to contribute to the 
capital market and to provide investors the opportunifies to make investments in 
diversified Securities 
Standard Chartered Mutual Fund 
Standard Chartered Mutual Fund was set up on March 13, 2000 sponsored by Standard 
Chartered Bank. The Trustee is Standard Chartered Trustee Company Pvt. Ltd. Standard 
Chartered Asset Management Company Pvt. Ltd. is the AMC which was incorporated 
with SEBI on December 20, 1999. 
Franklin Templeton India Mutual Fund 
The group, Franklin Templeton Investments is a California (USA) based company with a 
global AUM of US$ 409.2 bn. (as of April 30, 2005). It is one of the largest financial 
services groups in the world. Investors can buy or sell the Mutual Fund through their 
financial advisor or through mail or through their website. They have Open end 
Diversified Equity schemes, Open end Sector Equity schemes, Open end Hybrid schemes, 
Open end Tax Saving schemes. Open end Income and Liquid schemes. Closed end Income 
schemes and Open end Fund of Funds schemes to offer. 
Morgan Stanley Mutual Fund India 
Morgan Stanley is a worldwide financial services company and its leading in the market in 
securities, investment management and credit services. Morgan Stanley Investment 
Management (MISM) was established in the year 1975. It provides customized asset 
management services and products to governments, corporations, pension funds and non-
profit organisations. Its services are also extended to high net worth individuals and retail 
investors. In India it is known as Morgan Stanley Investment Management Private Limited 
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(MSIM India) and its AMC is Morgan Stanley Mutual Fund (MSMF). This is the first 
close end diversified equity scheme serving the needs of Indian retail investors focusing 
on a long-term capital appreciation. 
Escorts Mutual Fund 
Escorts Mutual Fund was setup on April 15, 1996 with Escorts Finance Limited as its 
sponsor. The Trustee Company is Escorts Investment Trust Limited. Its AMC was 
incorporated on December 1, 1995 with the name Escorts Asset Management Limited. 
Alliance Capital Mutual Fund 
Alliance Capital Mutual Fund was setup on December 30, 1994 with Alliance Capital 
Management Corp. of Delaware (USA) as sponsors. The Trustee is ACAM Trust 
Company Pvt. Ltd. and AMC, the Alliance Capital Asset Management India (Pvt) Ltd. 
with the corporate office in Mumbai. 
Benchmark Mutual Fund 
Benchmark Mutual Fund was setup on June 12, 2001 with Niche Financial Services Pvt. 
Ltd. as the sponsor and Benchmark Trustee Company Pvt. Ltd. as the Trustee Company. 
Incorporated on October 16, 2000 and headquartered in Mumbai, Benchmark Asset 
Management Company Pvt. Ltd. is the AMC. 
Chola Mutual Fund 
Chola Mutual Fund under the sponsorship of Cholamandalam Investment & Finance 
Company Ltd. was setup on January 3, 1997. Cholamandalam Trustee Co. Ltd. is the 
Trustee Company and AMC is Cholamandalam AMC Limited. 
There are several benefits of privately run mutual funds. Lack of pressure from 
investors to perform and maintain profitability. At a private company mangers have the 
ability to sfick to their nitfing because there is less pressure to follow whatever is the 
hot asset at that fime. The biggest difference between public and private fiinds is that a 
return on capital is much less important at private fiinds. Specifically, private fiands are 
primarily looking to pay their employees, not create excess returns to equity holders of 
their company. (Business Today, May 22-June 6, 1996) 
Baks (2003) show that 50% of a funds perfomiance can be attributed to the 
performance of its fund manager. Ding & Wemiers (2005) further claim that the 
managers who are more experienced and who are responsible for larger funds out 
perfonn their less experienced counter part which makes it clear that the manager 
characteristics play an important role in explaining the portfolio perfonnance of the 
mutual fiand. Kaminsky, Lyons and Schukler (2004) addressed the factors which 
caused the difference in the fund managers strategy across crisis and non-crisis periods. 
ORGANISATION & MANAGEMENT OF MUTUAL FUND 
The concept of mutual funds in India dates back to the year 1963. The era between 1963 
and 1987 marked the existence of only one mutual fund company in India with Rs. 67bn 
assets under management (AUM), by the end of its monopoly era, the Unit Trust of India 
(UTl). By the end of the 80s decade, few other mutual fund companies in India took their 
position in mutual fund market. 
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The new entries of mutual fund companies in India were SBI Mutual Fund, Canbank 
Mutual Fund, Punjab National Bank Mutual Fund, Indian Bank Mutual Fund, Bank of 
India Mutual Fund. 
The succeeding decade showed a new horizon in Indian mutual fond industry. By the end 
of 1993, the total AUM of the industry was Rs. 470.04 bn. The private sector fonds started 
penetrating the fond families. In the same year the first Mutual Fund Regulations came 
into existence with re-registering all mutual fonds except UTI. The regulations were 
forther given a revised shape in 1996. 
Kothari Pioneer was the first private sector mutual fond company in India which has now 
merged with Franklin Templeton. Just after ten years with private sector players' 
penetrafion, the total assets rose up to Rs. 1218.05 bn. Today there are 33 mutual fond 
companies in India. Seema Vaid's (1994) sfody covers concepfoal and the regulatory 
fi-amework review of the growth of mufoal fonds and primary information about mutual 
fond schemes. 
Mergers and Restructuring of Mutual Funds 
Some of the private sector mufoal fonds have gone for mergers and restructuring with the 
objecfives of increasing the compefifive skill, increasing the network of AMC, to promote 
operafional synergies and efficiency. When SEBI prescribed that the net worth of the 
AMC must be Rs. 10 crores. HB AMC (worth Rs. 5.25 crores) merged into Credit Capital 
AMC (worth Rs. 5 crore). Zurich India Mutual Fund took over first the 20"" Century 
Mutual Fund and then the ITC Threadneedle Mutual Fund in a two phase merger. Some of 
the cases of take over of mutual funds are: Apple Mutual Fund by Birla Mutual Fund, 
some schemes of Indbank Mutual Fund by Tata Mufoal Fund and some schemes of BOl 
Mutual Fund by Tauras Mutual Fund. 
Prudenfial Corporation took over 55% shares of ICICI AMC and the name was changed to 
Prudenfial ICICI AMC. Management structure of ICICI AMC was changed. Hence, it can 
be said that consumers are confosed about where their money are invested at present. 
Some of the commercial banks launched assured return mutual fond schemes such as 
Double Square Plus, Festival Bonanza (all BOI Mutual Fund), Canstar (Canbank Mutual 
Fund), Ind Jyofi (Indian Bank Mutual Fund), Magnum Triple Plus (SBI Mutual Fund). 
Contrary to expectations, these schemes failed and could not earn the income to provide 
assured return to the unitholders. Consequently, the sponsors and AMC of these schemes 
had to meet the shortfall in order to honour the commitment to the unitholders. SEBI in its 
Regualtions, 1996 has provided that the mutual fonds need not launch the assured return 
scheme unless the return is guaranteed by the Sponsor/AMC. 
UTI was established in 1963 as a statutory and first mutual fond in India. It has a 
monopoly till 1987. It has launched several schemes so far. The first scheme of the UTI, 
the US-64, has been the most talked about and the most popular scheme, US-64 was a 
unique scheme and was outlined in the UTI Act itself It also emerged as the longest 
tenure mutual fund scheme in India and ended in 2002. 
Mutual Fund structure in the USA 
In the USA, mutual funds are setup as investment companies, which may be thought of as 
"the fond sponsors". An investment company may be a coiporation partnership or a unit of 
investment trust. For our purposes, all these legal entities may be broadly understood as 
mutual fonds. The investment company in turn appoints a management company, which 
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may be either a close end management company or an open end management company. 
Only open end management companies are technically called "mutual funds" in the USA. 
The constituents of mutual Funds in the USA are the Management Company, Underwriter, 
Management group of Custodian. The Management Company is the Indian Equivalent of 
an AMC. Underwriter of a fund is the distributor or the marketing company that sells the 
shares to brokers or to the public. A Management Group is a family of management 
companies owned by a group of people or a Corporation. Custodian is the entity that holds 
the fiind's assets on behalf of the management Company. 
Mutual Fund structure in the UK 
In UK, mutual funds have two alternative structures. Open ended funds are in the form of 
Unit Trusts while Close ended fimds are in the form of corporate entities although called 
Investment trusts. Separate regulatory mechanisms exist for both types of entities. Unit 
Trusts are regulated by the Securities and Investment Board. They must also be authorized 
by the relevant Self regulatory organization. Investment trusts are structured as companies 
Act are applicable to them. 
• The money market fund segment has a total corpus of $ 1.48 trillion in the US 
against a corpus of $100 milHon in India. 
• Out of thelO mutual funds worldwide, eight are bank sponsored. Only Fidelity and 
Capital are non-bank mutual funds in this group. 
• In the US the total number of schemes is higher than that of the listed companies 
while in India we have just 277 schemes. 
• Internationally, mutual funds are allowed to go short. In India fund managers do 
not have such leeway. 
• In US about 9.7 million household will manage their assets on-line by the year 
2003, such a facility is not yet of avail in India. 
• On- line trading is a great idea to reduce management expenses from the current 
2% of total assets to about 0.75% of the total assets. 
• 72% of the core customer base of mutual funds in the top 50 broking firms in the 
US is expected to trade on-line by 2003. 
Intemationally, on-line investing continues its meteoric rise. Many have debated about the 
success of e-commerce and its breakthroughs, but it is true that this aspect of technology 
could and will change the way financial sectors function. However, mutual funds cannot 
be left far behind. They have realized the potential of the internet and are equipping 
themselves to perfonn better. 
In fact in countries like USA, mutual funds buy- sell transactions have already begun on 
the net, while in India the Net is used as a source of Information. 
Such changes could facilitate easy access, lower intennediation costs and better services 
for all. A research agency that specializes in internet technology estimates that over the 
next four years Mutual Fund Assets traded on-line will grow ten folds from $128 billion to 
$1227 billion; whereas equity assets traded on-line will increase during the period from 
the period from $246 billion to $1561 billion. This will increase the share of mutual funds 
from 34% to 40% during the period. Such increases in voluine are expected to bring large 
in the way Mutual funds conduct their business. 
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Structure of Mutual Funds in India 
Like other countries, India has a legal framework within which mutual funds must be 
constituted. Unlike in the UK, where two distinct 'trust' and 'Corporate' structures are 
followed with separate regulations, in India, open ended and close ended funds operate 
under the same regulatory Structure, and are constituted along one unique structure, and 
are constituted along one unique structure-as unit trusts. A Mutual Fund in India is 
allowed to issue open-ended and close end schemes under a common legal structure. 
Therefore a mutual fund may have general differential schemes (open and close end). 
Under it i.e. under the Unit Trust, at any point of time. 
The structure which is required to be followed by Mutual Funds in India is laid down 
under SEBI (Mutual Fund) regulations, 1996. Following are the fund constituents and 
other flind constituents: 
Fund Constituents 
The Fund Sponsor 
Mutual Funds as trusts 
Trustees 
Other Fund Constituents 
Custodian and Depositories 
Bankers 
Transfer Agents 
Distributors or Agents or Brokers 
On an ongoing basis, SEBI expects the Trustees to play a critical role in ensuring full 
compliance with SEBI's requirements and protecting the interest of Investors. 
Accordingly, SEBI has specified the obligation of trustees as regards the compliance 
function, and categorized them as General Due Diligence and Specific Due Diligence. 
With the increase in mutual fund players in India, a need for mutual fund association in 
India was generated to function as a non-profit organisation. Association of Mutual Funds 
in India (AMFI) was incorporated on 22nd August, 1995. 
AMFI is an apex body of all Asset Management Companies (AMC) which has been 
registered with SEBI. Till date all the AMCs are that have launched mutual fund schemes 
are its members. It functions under the supervision and guidelines of its Board of 
Directors. 
Association of Mutual Funds India has brought down the Indian Mutual Fund Industry to a 
professional and healthy market with ethical lines enhancing and maintaining standards. It 
follows the principle of both protecting and promoting the interests of mutual funds as 
well as their unit holders. (LICI Dairy, 1995) 
MUTUAL FUND-ADVANTAGES 
Professional management 
In case of equities, most of the people have neither the skill to find good stocks that 
suit their risk and returns profile nor the time to track their investments-but still want 
the returns that can be had from equities. That's where mutual funds come in. 
When investors invest in mutual funds, it is the fund manager who will take care of 
public investments. A fund manager is an investment specialist, who brings to the 
table an in-depth understanding of the financial markets. By virtue of being in the 
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market, the fund manager is ideally placed to research various investment options, 
and invest accordingly on behalf of the investors.! 
Small investments 
Today, if any investor wants to buy government securities, he would have to invest a 
minimum amount of Rs 25,000. Much the same is the case if you want to build a 
decent-sized portfolio of shares of blue-chips. Now, that might be too large an 
amount for many small investors. 
A mutual fund, however, gives an investor the ownership of the same investment 
pie- at an outlay of Rs 1,000-5,000. That's because a mutual fond pools the monies 
of several investors, and invests the resultant large sum in a number of securities. So, 
on a small outlay, a small investor gets to participate in the investment prospects of a 
number of securities. 
Diversified portfolio 
One of the oft-mentioned tenets of portfolio management is diversification. In other 
words, don't put all your eggs in one basket. The rationale for this is that even if one 
picks in your portfolio turns bad, the others can check the erosion in the portfolio 
value. 
Take a simple-even if extreme- example. Say, one has Rs 10,000 invested in one 
stock, Reliance. Now, for some reason, the stock drops 50 per cent. The value of his 
nvestment will halve to Rs 5,000. Now, say he had invested the same amount in a 
mutual fund, which had parked 10 per cent of its corpus in the Reliance stock. 
Assuming prices of other stocks in its portfolio stay the same, the depreciation in the 
fond's portfolio- and hence, your investment-will be 5 per cent. That's one of the 
merits of diversification. 
Liquidity 
An investor is free to take his money out of open-ended mutual fonds whenever he 
wants, no quesfions asked. Most open-ended fonds mail their redemption proceeds, 
which are linked to the fond's prevailing NAV (net asset value), within three to five 
working days of your putting in your request. 
Tax breaks 
Last but not the least, mutual fonds offer significant tax advantages. Dividends 
distributed by them are tax-free in the hands of the investor. 
They also give you the advantages of capital gains taxation. If you hold units beyond 
one year, you get the benefits of indexation. Simply put, indexation benefits increase 
your purchase cost by a certain portion, depending upon the yearly cost-infiation 
index (which is calculated to account for rising inflation), thereby reducing the gap 
between your actual purchase costs and selling price. This reduces your tax liability. 
What are more, tax-saving schemes and pension schemes gives the added advantage 
of benefits under Section 88. One can avail of a 20 per cent tax exemption on an 
investment of up to Rs 10,000 in the scheme in a year. 
Convenient Administration 
Investing in a Mutual fund reduces paperwork and helps you avoid many problems 
such as bad deliveries, delayed payments and follow up with brokers and companies. 
Mutual fonds save your time and make investing easy and convenient. 
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Your own jus one security rather than many, yet enjoy the benefits of a diversified 
portfoHo and a wide range of services. Fund managers decide what securities to trade 
collect the interest payments and see that your dividends on portfolio securities are 
received and your rights exercised. It also uses the services of a high quality 
custodian and registrar in order to make sure that your convenience remains at the 
top of our mind. 
Flexibility 
Through features such as regular investment plans, regular withdrawal plans and 
dividend reinvestment plans, you can systematically invest or withdraw funds 
according to your needs and convenience. 
Personal Service 
One call puts you in touch with a specialist who can provide you with information 
you can use to make your own investment choices. They will provide you personal 
assistance in buying and selling your fund units, provide fund information and 
answer questions about your account status. For example. Prudential ICICI has 
implemented an interactive voice response system in order to ensure customers 
service. 
Transparency 
The investors get regular information on the value of their investment in addition to 
the disclosure on the specific investments made by the mutual fund scheme, the 
proportion invested in each class of assets and the fund manager's investment 
strategy and outlook. 
Return Potential 
Over a medium to long-term. Mutual Funds have the potential to provide a higher 
return as they invest in a diversified basket of selected securifies. 
Proper Regulation 
All mutual funds are registered with SEBI and they function within the provisions of 
strict rules and regulations designed to protect the interests of the investors. The 
operations of the Mutual Funds are regularly monitored by SEBI. 
MUTUAL FUND - DISADVANTAGES 
No assured returns and no protection of capital 
If an individual is planning to go with a mutual fund, his mantra should be: mutual 
funds do not offer assured returns and carry risk. For instance, unlike bank deposits, 
your investment in a mutual fund can fall in value. In addition, mutual funds are not 
insured or guaranteed by any government body (unlike a bank deposit, where up to 
Rs 1 lakh per bank is insured by the Deposit and Credit Insurance Corporation, a 
subsidiary of the Reserve Bank of India). 
There are strict norms for any fund that assures returns and it is now compulsory for 
funds to establish that they have resources to back such assurances. This is because 
most closed-end funds that assured returns in the early-nineties failed to stick to their 
assurances made at the time of launch, resulting in losses to investors. 
Restrictive gains 
Diversificafion helps, if risk minimizafion is the prime objective. However, the lack 
of investment focus also means less gains than if one had invested directly in a single 
security. 
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In our earlier example, say, Reliance appreciated 50 per cent. A direct investment in 
the stock would appreciate by 50 per cent. But the investment in the mutual fund, 
which had invested 10 per cent of its corpus in Reliance, will see only a 5 per cent 
appreciation. 
Entry and Exit costs 
Mutual funds are a victim of their own success. When a large body like a fund 
invests in shares, the concentrated buying or selling often results in adverse price 
movements i.e. at the time of buying, the fund ends up paying a higher price and 
while selling it realizes a lower price. This problem is especially severe in emerging 
markets like India, where, excluding a few stocks even the stock* in the Sensex are 
not liquid, let alone stocks in NSE 50 or the Crisil 500. So, there is simply no way 
that a fiind can beat the Sensex or any other index, if it blindly invests in the same 
stocks as those in the Sensex and in the same proportion. For obvious reasons, this 
problem is even more severe for funds investing in small capitalization stocks. 
However, given the large size of the debt market, excluding UTI, most debt funds do 
not face this problem. 
Wait times before investment 
It takes time for a mutual fund to invest money. Unfortunately, most mutual funds 
receive money when markets are in a boom phase and investors are willing to try out 
mutual funds. Since it is difficult to invest all funds in one day, there is some money 
waiting to be invested. Further, there may be a time lag before investment 
opportunities are identified. This ensures that the fund under perfonns the index. For 
open-ended, there is the added problem of perpetually keeping some money in liquid 
assets to meet redemptions. 
Fund Management costs 
The costs of the fund management process are deducted from the funds. This 
includes marketing and initial costs deducted at the time of entry itself, called "load". 
Then there is the annual asset management fee and expenses, together called the 
expense ratio. Usually, the former is not counted while measuring performance, 
while the later is. A standard 2% expense ratio means that, everything else being 
equal, the fund manager under performs the benchmark index by an equal amount. 
Cost of Churn 
The portfolio of a fund does not remain constant. The extent to which the portfolio 
changes is a function of the style of the individual fund manager i.e. whether he is a 
buy or hold type manager or one who aggressively chums the funds. It is also 
dependant on the volatility of the fund size i.e. whether the fund constantly receives 
fresh subscriptions and redemptions. Such portfolio changes have associated costs of 
brokerage, custody fees, registration fees etc. which lowers the portfolio return 
commensurately. 
Inflation Risk 
Sometimes referred to as "Loss of Purchasing Power." Whenever inflation sprints 
forward faster than the earnings on your investment, you run the risk that you" 11 
actually be able to buy less, not more. Inflation risk also occurs when prices rise 
faster than your returns. 
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Credit Risk 
In short, how stable is the company or entity to which you lend your money when 
you invest? How certain are you that it will be able to pay the interest you are 
promised, or repay your principal when the investment matures? 
Interest Rate Risk 
Changing interest rates affect both equities and bonds in many ways. Investors are 
reminded that "predicted" which way rates will go is rarely successful. A diversified 
portfolio can help in offsetting these changes. 
Mutual Fund -Advantages of Net 
India has around 1.6 million net users who are potential investors in mutual funds and this 
could just be the beginning. The Internet users are going to increase dramatically and 
mutual funds are going to be the best beneficiary, with smaller administrative costs 
more funds would be mobilized. A fund manager must be ready to tackle the volatility 
and will have to maintain sufficient amount of investments which are high liquidity 
and low yielding investments to honor redemption. 
Some of basic changes that have taken place since the advent of the Net: 
1. Lower Costs 
Distribution of fnnds will fall in the online trading regime by 2003. Mutual funds 
could bring down their administrative costs to 0.75% if trading is done on-line. As per 
SEBI regulations, bond funds can charge a maximum of 2.25% and equity funds can 
charge 2.5%) as administrative fees. Therefore if the administrative costs are low, the 
benefits are passed down and hence Mutual Funds are able to attract mire investors 
and increase their asset base. 
2. Better Advice 
Mutual funds could provide better advice to their investors through the Net rather than 
through the traditional investment routes where there is an additional channel to deal 
with the brokers. Direct dealing with the fund could help the investor with their 
financial planning. 
3. Net based advertisement 
There will be more sites involved in ads and promotion of mutual funds. In the US 
sites like AOL offer detailed research and financial details about the functioning of 
different funds and their performance statistics. 
4. Net Savvy 
In India, brokers could get more Net savvy than investors and could help the investors 
with the knowledge gained from Net. 
5. New investors would prefer online 
Mutual fiinds can target investors who are young individuals and who are Net savvy, 
since servicing them would be easier on the Net. 
CLASSIFICATION OF FUNDS 
Many people tend to wrongly equate mutual fund investing with equity investing. Fact is, 
equity is just one of the various asset classes mutual funds invest in. They also invest in 
debt instruments such as bonds, debentures, commercial paper and government securities. 
Every scheme is bound by the investment objectives outlined by it in its prospectus, which 
detennine the classes of securities it can invest in. Based on the asset classes, broadly 
speaking, the following types of mutual funds currently operate in the country. 
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1. EQUITY FUNDS 
The highest rung on the mutual fund risk ladder, such funds invest only in stocks. Most 
equity funds are general in nature, and can invest in the entire basket of stocks 
available in the market. There are also 'specialized' equity funds, such as index funds 
and sector flinds, which invest only in specific categories of stocks. As explained now, 
such funds invest only in stocks, the riskiest of asset classes. With share prices 
fluctuating daily, such funds show volatile performance, even losses. However, these 
funds can yield great capital appreciation as, historically, equities have outperformed 
all asset classes. At present, there are four types of equity funds available in the 
market. In the increasing order of risk, these are: 
(1) INDEX FUNDS 
These funds track a key stock market index, like the BSE (Bombay Stock 
Exchange) Sensex or the NSE (National Stock Exchange) S&P CNX Nifty. Hence, 
their portfolio mirrors the index they track, both in terms of composition and the 
individual stock weightages. For instance, an index fund that tracks the Sensex will 
invest only in the Sensex stocks. The idea is to replicate the performance of the 
benchmarked index to near accuracy. Index funds don't need fund managers, as 
there is no stock selection involved. Investing through index flinds is a passive 
investment strategy, as a fund's performance will invariably mimic the index 
concerned, barring a minor "tracking error". Usually, there's a difference between 
the total returns given by a stock index and those given by index funds 
benchmarked to it. Termed as tracking error, it arises because the index fund 
charges management fees, marketing expenses and transaction costs (impact cost 
and brokerage) to its unit holders. So, if the Sensex appreciates 10 per cent during 
a particular period while an index fund mirroring the Sensex rises 9 per cent, the 
fund is said to have a tracking error of 1 per cent. 
To illustrate with an example, assume you invested Rs 1,000 in an index fund 
based on the Sensex on 1 April 2007, when the index was launched (base: 100). In 
August, when the Sensex was at 3.457, your investment would be worth Rs 
34,570, which works out to an annualised return of 17.2 per cent. A tracking error 
of 1 per cent would bring down your annualised return to 16.2 per cent. Obviously, 
the lower the tracking error, the better the index funds. 
(ij) DIVERSIFIED FUNDS 
Such funds have the mandate to invest in the entire universe of stocks. Although by 
definition, such funds are meant to have a diversified portfolio (spread across 
industries and companies), the stock selection is entirely the prerogative of the 
fund manager. 
This discretionary power in the hands of the fund manager can work both ways for 
an equity fund. On the one hand, astute stock-picking by a fund manager can 
enable the fund to deliver market-beating returns; on the other hand, if the fund 
manager's picks languish, the returns will be far lower. 
The crux of the matter is that your returns from a diversified fund depend a lot on 
the fund manager's capabilities to make the right investment decisions. On your 
part, watch out for the extent of diversification prescribed and practised by your 
fund manager. Understand that a portfolio concentrated in a few sectors or 
companies is a high risk, high return proposition. If you don't want to take on a 
high degree of risk, stick to funds that are diversified not just in name but also in 
appearance. 
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(iii)TAX-SAVING FUNDS 
Also known as ELSS or equity-linked savings schemes, these funds offer benefits 
under Section 88 of the Income-Tax Act. So, on an investment of up to Rs 10,000 a 
year in an ELSS, you can claim a tax exemption of 20 per cent from your taxable 
income. You can invest more than Rs 10,000, but you won't get the Section 88 
benefits for the amount in excess of Rs 10,000. The only drawback to ELSS is that 
you are locked into the scheme for three years. 
In terms of investment profile, tax-saving funds are like diversified funds. The one 
difference is that because of the three year lock-in clause, tax-saving funds get 
more time to reap the benefits from their stock picks, unlike plain diversified 
funds, whose portfolios sometimes tend to get dictated by redemption 
compulsions. 
(iv)SECTOR FUNDS 
The riskiest among equity funds, sector funds invest only in stocks of a specific 
industry, say IT or FMCG. A sector fund's NAV will zoom if the sector performs 
well; however, if the sector languishes, the scheme's NAV too will stay depressed. 
Barring a few defensive, evergreen sectors like FMCG and Pharmacy, most other 
industries alternate between periods of strong growth and bouts of slowdowns. The 
way to make money from sector funds is to catch this cycles-get in when the sector 
is poised for an upswing and exit before it slips back. Therefore, unless you 
understand a sector well enough to make such calls, and get them right, avoid 
sector funds. 
2. DEBT FUNDS 
Debt funds invest only in debt instruments, and are a good option for investors averse 
to taking on the risk associated with equities. Here too, there are specialized schemes, 
namely liquid funds and gilt funds. While the equity funds invests predominantly in 
money market instruments, gilt funds do so in securities issued by the central and state 
governments. Such fiinds attempt to generate a steady income while preserving 
investors' capital. Therefore, they invest exclusively in fixed-income instruments 
securities like bonds, debentures. Government of India securities, and money market 
instruments such as certificates of deposit (CD), commercial paper (CP) and call 
money. There are basically three types of debt funds. 
a) INCOME FUNDS 
By definition, such funds can invest in the entire gamut of debt instruments. Most 
income funds park a major part of their corpus in corporate bonds and debentures, 
as the returns there are the higher than those available on government-backed 
paper. But there is also the risk of default-a company could fail to service its debt 
obligations. 
b) GILT FUNDS 
They invest only in government securities and T-bills-instruments on which 
repayment of principal and periodic payment of interest is assured by the 
government. So, unlike income funds, they don't face the specter of default on 
their investments. This element of safety is why, in nonnal market conditions, gilt 
funds tend to give marginally lower returns than income funds. 
c) LIQUID FUNDS 
They invest in money market instruments (duration of up to one year) such as 
treasury bills, call money, CPs and CDs. Among debt funds, liquid funds are the 
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least volatile. They are ideal for investors seeking low-risk investment avenues to 
park their short-term surpluses. 
THE 'RISK' IN DEBT FUNDS 
Although debt funds invest in fixed-income instruments, it doesn't follow that they are 
risk-free. Sure, debt funds are insulated from the vagaries of the stock market, and so don't 
show the same degree of volatility in their performance as equity funds. Still, they face 
some inherent risk, namely credit risk, interest rate risk and liquidity risk. 
1. INTEREST RATE RISK 
This is common to all three types of debt funds, and is the prime reason why the NAVs 
of debt funds don't show a steady, consistent rise. Interest rate risk arises as a result of 
the inverse relationship between interest rates and prices of debt securities. Prices of 
debt securities react to changes in investor perceptions on interest rates in the economy 
and on the prevalent demand and supply for debt paper. If interest rates rise, prices of 
existing debt securities fall to realign themselves with the new market yield. This, in 
turn, brings down the NAV of a debt fund. On the other hand, if interest rates fall, 
existing debt securities become more precious, and rise in value, in line with the new 
market yield. This pushes up the NAVs of debt funds. 
2. CREDIT RISK 
This throws light on the quality of debt instruments a fund holds. In the case of debt 
instruments, safety of principal and timely payment of interest is paramount. There is 
no credit risk attached with government paper, but that is not the case with debt 
securities issued by companies. The ability of a company to meet its obligations on the 
debt securities issued by it is determined by the credit rating given to its debt paper. 
The higher the credit rating of the instrument, the lower is the chance of the issuer 
defaulting on the underlying commitments, and vice-versa. A higher-rated debt paper 
is also normally much more liquid than lower-rated paper. Credit risk is not an issue 
with gilt funds and liquid funds. Gilt funds invest only in government paper, which are 
safe. Liquid funds too make a bulk of their investments in avenues that promise a high 
degree of safety. For income funds, however, credit risk is real, as they invest 
primarily in corporate paper. 
3. LIQUIDITY RISK 
This refers to the ease with which a security can be sold in the market. While there is 
brisk trading m government securities and money market instruments, corporate 
securities aren't actively traded. More so, when you go down the rating scale-there is 
little demand for low-rated debt paper. As with credit risk, gilt funds and liquid risk 
don't face any liquidity risk. That's not the case with income funds, though. An 
income fund that has a big exposure to low-rated debt instruments could tuid it 
difficult to raise money when faced with large redemptions. 
TYPES OF AIUTUAL FUNDS ON THE BASIS OF STOCK MARKETS 
Domestic Equity Funds - These mutual funds mainly focus on stocks offered by 
different U.S. companies. With this type of fund there is a wide range of offerings that 
takes into consideration the size of the company, the stability of the company, growth 
and the potential value of the company. 
Global/International Funds - Global or International mutual funds mainly allow the 
investor to include foreign equities into their investments. Although deemed slightly 
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riskier their values do tend to go up when domestic equities drop, offering a balance to 
the investor's portfolio. 
Sector Funds - sector funds give the investor a way to focus on specific parts of the 
business world. For example, niches like real estate, precious metals or financials. If an 
investor is able to tolerate an amount of risk, they may end up benefiting from 
investing in this way. Particularly if the investor knows something about that market 
segment. 
Fixed Income Funds - fixed income mutual funds tend to be less volatile. This is the 
right fund for an investor who is looking for income. Fixed mutual funds for the most 
part are made up of bonds, CD's and money market funds. Yes, they do fluctuate with 
interest rates, still are a sound investment for someone looking for an income 
generating portfolio. 
Hybrid Funds - Hybrid mutual funds are generally made up of different investment 
sectors in one mutual fund. For example, a usual mix may be the pairing of equities 
with bonds or blue chip stocks with riskier ones. 
Index Funds - Index mutual funds imitate the selections and amounts of specified 
market indexes like the S&P 500. They are generally unmanaged keeping costs down. 
Enhanced Index Funds - Enhanced index funds are actively managed funds applying 
a portion of their resources to outperform their benchmark indices. 
Asset Allocation Funds - Asset allocation funds target investors who want a single 
product solution. They are designed to invest across the primary asset classes including 
equities, fixed income securities and money market. Each fund is allocated among 
different asset classes according to their risk tolerances. 
Conservative Allocation Funds - Conservative allocation mutual funds are usually 
for investors with a minimum five-year investment timeframe. 
TYPES OF MUTUAL FUND SCHEMES BY STRUCTURE 
1. OPEN ENDED SCHEMES 
Open-ended or open mutual funds are much more common than closed-ended funds 
and meet the true definition of a mutual fund - a financial intermediary that allows a 
group of investors to pool their money together to meet an investment objective- to 
make money! An individual or team of professional money managers manage the 
pooled assets and choose investments, which create the fund's portfolio. They are 
established by a fund sponsor, usually a mutual fund company, and valued by the fund 
company or an outside agent. This means that the fund's portfolio is valued at "fair 
market" value, which is the closing market value for listed public securities. An open-
ended fiind can be freely sold and repurchased by investors. 
Open funds sell and redeem shares at any time directly to shareholders. To make an 
investment, you purchase a number of shares through a representative, or if you have an 
account with the investment firm, you can buy online, or send a check. The price you 
pay per share will be based on the fund's net asset value as detennined by the mutual 
fund company. Open funds have no time duration, and can be purchased or redeemed at 
any time, but not on the stock market. 
An open fund issues and redeems shares on demand, whenever investors put money 
into the fund or take it out. Since this happens routinely every day, total assets of the 
fund grow and shrink as money flows in and out daily. The more investors buy a fund, 
the more shares there will be. There's no limit to the number of shares the fund can 
issue. Nor is the value of each individual share affected by the number outstanding, 
because net asset value is determined solely by the change in prices of the stocks or 
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bonds the fiind owns, not the size of the fond itself. Some open-ended fonds charge an 
entry load (i.e., a sales charge), usually a percentage of the net asset value, which is 
deducted from the amount invested. 
Advantages 
Open fonds are much more flexible and provide instant liquidity as fonds sell shares daily. 
You will generally get a redemption (sell) request processed promptly, and receive your 
proceeds by check in 3-4 days. A majority of open mutual fonds also allow transferring 
among various fonds of the same "family" without charging any fees. 
Open fonds range in risk depending on their investment strategies and objectives, but still 
provide flexibility and the benefit of diversified investments, allowing your assets to be 
allocated among many different types of holdings. Diversifying your investment is key 
because your assets are not impacted by the fluctuation price of only one stock. If a stock 
in the fond drops in value, it may not impact your total investment as another holding in 
the fond may be up. But, if you have all of your assets in that one stock, and it takes a 
dive, you're likely to feel a more considerable loss. 
Risks 
Risk depends on the quality and the kind of portfolio you invest in. One unique risk to 
open fonds is that they may be subject to inflows at one time or sudden redemptions, 
which lead to a spurt or a fall in the portfolio value, thus affecting your returns. Also, 
some fonds invest in certain sectors or industries in which the value of the in the portfolio 
can fluctuate due to various market forces, thus affecting the returns of the fond. 
2. CLOSED-ENDED SCHEMES 
Close-ended or closed mutual fonds are really financial securities that are traded on the 
stock market. Similar to a company, a closed-ended fond issues a fixed number of 
shares in an initial public offering, which trade on an exchange. Share prices are 
determined not by the total net asset value (NAV), but by investor demand. A sponsor, 
either a mutual fond company or investment dealer, will raise fonds through a process 
commonly known as underwriting to create a fond with specific investment objectives. 
The fond retains an investment manager to manage the fund assets in the manner 
specified. 
Unlike standard mutual funds, you cannot simply mail a check and buy closed fond shares 
at the calculated net asset value price. Shares are purchased in the open market similar to 
stocks. Information regarding prices and net asset values are listed on stock exchanges; 
however, liquidity is very poor. The time to buy closed funds is immediately after they are 
issued. Often the share price drops below the net asset value, thus selling at a discount. A 
minimum investment of as much as S5000 may apply, and unlike the more common open 
funds discussed below, there is typically a five-year commitment. 
Advantages 
The prospect of buying closed funds at a discount makes them appealing to experienced 
investors. The discount is the difference between the market price of the closed-end fond 
and its total net asset value. As the stocks in the fond increase in value, the discount 
usually decreases and becomes a premium instead. Savvy investors search for closed-end 
funds with solid returns that are trading at large discounts and then bet that the gap 
between the discount and the underiying asset value will close. So one advantage to 
closed-end funds is that you can still enjoy the benefits of professional investment 
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management and a diversified portfolio of high quality stocks, with the ability to buy at a 
discount. 
Risks 
Investing in closed-end funds is more appropriate for seasoned investors. Depending on 
their investment objective and underlying portfolio, closed-ended funds can be fairly 
volatile, and their value can fluctuate drastically. Shares can trade at a hefty discount and 
deprive you from realizing the true value of your shares. Since there is no liquidity, 
investors must buy a fund with a strong portfolio, when units are trading at a good 
discount and the stock market is in position to rise. 
3. INTERVAL SCHEMES 
Interval funds combine the features of open-ended and close-ended schemes. They are 
open for sale or redemption during pre-determined intervals at NAV related prices. 
BY INVESTMENT OBJECTIVE 
1. GROWTH SCHEMES 
A mutual fund's aim is to achieve capital appreciation by investing in growth stocks. 
They focus on companies that are experiencing significant earnings or revenue growth, 
rather than companies that pay out dividends. The hope is that these rapidly growing 
companies will continue to increase in value, thereby allowing the fund to reap the 
benefits of large capital gains. In general, growth funds are more volatile than other 
types of funds, rising more than other funds in bull markets and falling more in bear 
markets. 
The lack of affordable credit for the financially excluded (people on low incomes in 
deprived areas) has long been a source of concern for Government, and community-
focused organizations. Although DWP offers budgeting and crisis loans through the 
Social Fund, this lack of affordable credit often means that financially excluded people 
turn to high cost doorstep lenders and even illegal loan sharks which can result in 
spiraling debt problems. 
The Chancellor's Pre-Budget Report, published in December 2004 outlined measures to 
promote financial inclusion one of which was to set up a Growth Fund of £36 million to 
increase the availability of affordable personal loans via third sector (not-for-profit) 
lenders such as credit unions and community development finance institutions. 
Given its key role in the wider Financial Inclusion agenda and experience in dealing 
with third sector lenders, HM Treasury invited DWP to administer the Growth Fund. 
Third sector lenders were invited to bid to deliver the Growth Fund (affordable lending) 
service within deprived areas throughout England, Scotland and Wales. The bids were 
evaluated during April and May 2006 and rollout of the service has now begun. You 
can see the organizations offering the affordable lending service, or find answers to 
frequently asked questions. 
2. INCOME SCHEMES 
Income funds are for the investor who seeks current income for a variety of reasons and 
needs. The underlying assets of the Enterprise income funds range from high-yield 
corporate bonds to tax-exempt municipal bonds to government bonds. Keep in mind 
that successful, long-temi investing is a mix of many ingredients — chief among them 
diversification. By investing in a well-thought-out portfolio of investments among the 
different asset classes, you may reduce your overall investment risk. It is unlikely that 
you can achieve your long-term goals by focusing on only one fund or one type of fund. 
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We recommend that, in addition to Income fiinds, you evaluate and consider investment 
opportunities from among the other funds to create a balanced, diversified portfolio. 
Please remember diversification does not assure a profit nor protect you against a loss 
in declining markets. A professional financial advisor can be an invaluable help in this 
regard. 
If one of your investment goals is to generate income with more relative stability than 
an investment in a stock fimd, bond fiinds can be a wise choice. Bond fiinds generally 
produce higher income than money market fiinds, although they are less stable, and 
they can be a good way to balance the volatility of a stock portfolio. But keep in mind 
that bond funds generally focus less on growth of capital than stock funds. 
3. BALANCED SCHEMES 
As the name suggests, balanced fiinds have an exposure to both equity and debt 
instruments. They invest in a pre-determined proportion in equity and debt-normally 
60:40 in favour of equity. On the risk ladder, they fall somewhere between equity and 
debt fiinds, depending on the fiind's debt-equity spilt-the higher the equity holding, the 
higher the risk. 
Therefore, they are a good option for investors who would like greater returns than 
from pure debt, and are willing to take on a little more risk in the process. 
4 MONEY MARKET SCHEMES 
Aiming for protection, money market funds are considered the safest place to invest 
money in mutual fiinds. They do not provide much potential for income or growth. 
However, they do seek to generate a small amount of return by loaning money on a short-
term basis, anywhere from one day to up to a year. These loans are considered low-risk 
because they are such short-temi. On the other hand, they are also typically the class of 
fiind that earns the least for investors. Money market funds charge low interest rates for 
the loans, thus earning you small amounts on your investment. Money market fiinds try to 
maintain a consistent share price of $1 by paying out all of the earnings to shareholders 
and by avoiding securities that can rise and fall in price (so there are no capital gains to 
distribute. 
There is a choice of varieties of money market funds: 
• Taxable: These are simply called "money market fiinds" if offered by a mutual 
fund company; or "money market accounts" if offered by a bank. Both make 
short-tenu loans, but those offered by a bank are FDIC insured. Those offered 
by mutual funds are insured by the private insurer, SIPC (Securities Investors 
Protection Corporation). 
• Government: These funds only make loans to national governments or 
agencies of those governments. Earnings are free from federal taxation. 
• Municipal: These funds only make loans to various state and local 
governments and their agencies. The income from these funds is free from 
federal taxation, and any portion of the income that comes from the state in 
which you live is also free from state taxation. You can also find money market 
funds that make loans only within a particular state, so you can find a money 
market fund for your own state and generally be free from all taxation. 
5. OTHER SCHEMES 
Tax Saving Schemes 
These schemes offer tax rebates to the investors under specific provisions of the Indian 
Income Tax laws as the Government offers tax incentives for investment in specified 
avenues. Investments made in Equity Linked Savings Schemes (ELSS) and Pension 
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Schemes are allowed as deduction u/s 88 of the Income Tax Act, 1961. The Act also 
provides opportunities to investors to save capital gains u/s 54EA and 54EB by 
investing in mutual fiinds. 
SPECIAL SCHEMES 
1. INDUSTRY SPECIFIC SCHEMES 
Industry Specific schemes invest only in the industries specified in the offer document. 
The investment of these funds is limited to specific industries like InfoTech, FMCG, 
and Pharmaceuticals etc. 
2. INDEX SCHEMES 
Index schemes attempt to replicate the performance of a particular index such as the 
BSE Sensex or the NSE 50 Index Funds replicate the portfolio of a particular index 
such as the BSE Sensitive index, S&P NSE 50 index (Nifty), etc. These schemes invest 
in the securities in the same weightage comprising of an index. NAV's of such schemes 
would rise or fall in accordance with the rise or fall in the index, though not exactly by 
the same percentage due to some factors known as "tracking error" in technical terms. 
Necessary disclosures in this regard are made in the offer document of the mutual fund 
scheme. 
3. SECTOR SPECIFIC SCHEMES 
Sectoral schemes are those which invest exclusively in a specified sector. This could be 
an industry or a group of industries or various segments such as 'A' Group shares or 
initial public offerings. These are the funds/schemes which invest in the securities of 
only those sectors or industries as specified in the offer documents, e.g. 
Pharmaceuticals, Software, Fast Moving Consumer Goods (FMCG), Petroleum stocks, 
etc. The returns in these ftinds are dependent on the performance of the respective 
sectors/industries. While these fiinds may give higher returns, they are more risky 
compared to diversified fiinds. Investors need to keep a watch on the performance of 
those sectors/industries and must exit at an appropriate time. They may also seek advice 
of an expert. 
SPECIALIZED FUNDS 
Real Estate Mutual Funds (REMFs) 
The new and added flavor in the mutual fund market in the real estate mutual ftinds which 
are governed by the SEBl guidelines and regulations and include investment in debt and 
equity based securities. The REMFs offer a good investment opportunity for the growth in 
the fast paced worked of continuous investment. The real estate is booming and in at a 
great pace of development. It is expected to grow at about 3 times in usual by the year 
2010 which come to about Rs. 7000 crores. One of the major plus points of the REMFs in 
India is the fact that in yields here are higher than elsewhere. Also various other sectors 
like IT, ITES, health, banking, insurance etc. have shown growth in the present time. 
Since the lifestyle and luxurious segment of the country is at a booming pace the 
investments in these types of mutual funds are on the rise. 
However the major issues in these types of funds would be the high transaction costs 
involved and the length involved in obtain clearances from the authorities. There is also 
then the problem of lack of transparency and infonnation. These problems must be solved 
before the REMFs loose out on the market. There is buoyancy in housing sector and the 
REMFs coming up will surely help the markets and investors a lot. The NAVS of such 
funds are declared on a daily basis and all the funds are close ended. 
27 
Thus to institutionalized the real estate sector it is essential that proper care must be taken 
for these funds taking into account the norms of the country, various companies like 
Omaxe, Paravnath, Mahindra Life space, Prime urban estate developers etc. have come to 
capture the market. 
SEBI very recently declared that REMFs will be invested in the real estate assets. This 
declaration was given out very recently in April 2008. No mutual fund will invest in an 
asset of real estate which was owned by an AMC during the period of last five years or in 
which the sponsor or its associates hold tenancy. A large number of specialized funds are 
in existence abroad. They offer specific needs of specific categories of people like 
pensioners, windows etc. There are also funds for investments in securities of specified 
areas. For instance, Japan Fund, South Korean Fund etc. In fact, these funds open the door 
for foreign investors to invest on the domestic securities of these countries. 
Again, certain funds may be confined to one particular sector or industry like fertilizer 
automobiles, petroleum etc. These fiinds carry high risk taking investors who prefer this 
type of fund. Of course, in such, the rewards may be erratic. The best example of the 
petroleum industry flinds in USA. 
Caps Defined 
• Large Cap 
Stocks with market capitalization of at least the last stock of S&P CNX Nifty Index. 
(Colgate Palmolive India - Mkt Cap Rs. 3300 Cr.*) 
• Mid Cap 
Stocks with market capitalization lower than the last stock in the S&P CNX Nifty 
Index and above 10% of the market capitalization of the last stock in the S&P CNX 
Nifty Index (Mkt Cap between Rs 330 Cr and Rs. 3300 Cr) 
• Small Cap 
Stock with maket capitalization lower than 10% of the market capitalization of the last 
stock in the S&P CNX Nifty Index. (Mkt Cap below Rs 330 Cr.) 
The Schemes would be benchmarked against the BSE 100 Index. 
In India the Mutual Fund schemes the trustee company and the management 
company are organised and supervised principally under the following 
laws/regulations: 
• The SEBI MF regulations or, the SEBI CIS regulations, as the case may be issued 
under the securities. 
• The Companies Act, 1956 
• The Indian Trusts Act, 1882 
• The Indian Registration Act, 1908 
• Guidelines issued by The Reserve Bank of India (RBI) in respect of Non Banking 
Financial Companies. 
• Tl)c Foreign Exchange Management Act, 1999 
REGULATORY FRAMEWORK OF MUTUAL FUND IN INDIA 
SEBI (Mutual Funds) Regulation Act, 1996 
Mutual funds function under the SEBI. The main postulates of this regulation are: 
1) The board of trustees enters into the relevant agreements with the AMC and the 
custodian. 
2) A fund can launch one or more schemes. 
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3) The launch of each scheme involves inviting the public to invert it, through an 
offer document. 
4) The offer remains open for specific time period, after which the AMC starts 
managing the corpus in accordance with the investment objectives mentioned in 
the offer document. Depending upon the particulars after scheme, it may 
subsequently open for fiarther sale and repurchase of units. 
5) Depending upon the particulars of scheme, the scheme may be wound up after 
passage of specific period of time. 
The formalities laid down by SEBI regulations have to be fiilfilled for setting up a mutual 
fund in India. The organization structure of a mutual fund is as under: 
1) The sponsor sets up the mutual fiind as a trust under the Indian Trust Act, 1882. 
2) Then it appoints the board of trustees, or alternatively the trustee company, 
represented by a board of directors. 
3) It also appoints the asset management company (AMC) and the custodian. 
Role of SEBI to Regulate and control mutual funds in India 
The importance of regulation lies in controlling monopoly power, nurturing competition 
and protecting consumer interest. SEBI is regulator for the entire family of mutual funds, 
which are becoming an important part of Indian Financial System. It regulates the entry of 
new mutual fiinds in the industry and the investment in which mutual funds can invest and 
investing FII's. 
All mutual funds whether promoted by public sector or private sector organizations 
including those promoted by foreign entities are governed by SEBI's Regulations. There is 
no distinction in regulatory requirements for the mutual funds and all are subject to 
monitoring and inspections by SEBI. 
Broad Guidelines Issued by SEBI for Mutual Funds in India 
The net worth of the AMC's should be at least 5 crores. AMC's and trustees of mutual 
fund should be two separate and distinct legal entities. The AMC have to get the approval 
of SEBI for its articles and memorandum of association. All mutual ftind schemes should 
be registered with SEBI. Mutual funds should be distributing 90% of their profits among 
the investors. In the middle of 2000, SEBI streamlined mutual fund industry with the 
following regulators: 
The total time taken for completion of fomialities for new mutual fund schemes is to be 
reduced from 90 days to 42 days. Any unclaimed money lying with the funds is to be used 
for investor education and balance sheets of AMC have to be disclosed. 
Other Regulatory Aspects 
The asset management company shall not launch a scheme unless the trustees approve 
such scheme and a copy of the offer document has been filled with the board. Every 
mutual fund along with the offer document shall pay a fee. The offer document shall 
contain certain disclosures which are adequate in order to enable the investors to make 
infonnal investment decision including the disclosure on maximum investments proposed 
to be made by the scheme in the listed securities of the group of companies of the sponsor. 
A close ended scheme shall be fully redeemed at the end of the maturity period. 
SEBI has also framed rules regarding advertisement, investment objectives and valuafion 
policies. Moreover, the general obligations, role of auditors, procedure for action in case 
of default and restriction on investments has been put forth to streamline and regulate the 
mutual fiind industry, so as to maintain a more customer savvy approach, and also enhance 
the investor protection. 
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Rights of Mutual Fund Investors 
As per SEBI regulation on mutual funds the under noted rights are available to a mutual 
fund holder: 
a) An investor is entitled to receive statements of accounts in 6 weeks fi"om the date 
of request for the unit certificates. 
b) He also has a right to receive information about investment policies, objectives, 
financial position and general affairs of the schemes. 
c) He is eligible to receive dividend within 42 days of declaration and the proceeds 
within 10 days of redemption for repurchase. 
d) The Trustees are bound to disclose to the unit holders that could adversely impact 
investments. 
e) With prior SEBI approval 75% of the unit holders can terminate the AMC of the 
fund. 
f) They can also pass the resolution to wind the scheme. 
g) An investor can also send complaints to SEBI who will take up the matter with the 
concerned mutual fund institution and follow them up till the issue is solved. 
POLICY AND GOVERNMENT REGULATIONS FOR MUTUAL FUNDS 
First quarter review of Annual Statement on Monetary Policy for the year 2006-07 
RBI has left CRR and the Bank Rate unchanged. Its GDP growth forecast for FY07 is 
unchanged at 7.5-8%. The inflation target for FY07 is unchanged at 5.0-5.5%). 
MUTUAL FUNDS IN INDIA (1964-2007): Historical Perspective 
The end of millennium marked 43 years of existence of mutual funds in this country. The 
ride through these 43years is not been smooth. Investor opinion is still divided. While 
some are for mutual funds others are against it. 
UTI commenced its operations from July 1964. The impetus for establishing a formal 
institufion came from the desire to increase the propensity of the middle and lower groups 
to save and to invest. UTI came into existence during a period marked by great political 
and economic uncertainty in India. With war on the borders and economic turmoil that 
depressed the financial market, entrepreneurs were hesitant to enter capital market. The 
already existing companies found it difficult to raise fresh capital, as investors did not 
respond adequately to new issues. Earnest efforts were required to canalize savings of the 
community into productive uses in order to speed up the process of industrial growth. 
UTI commenced its operations from July 1964 with a view to encouraging savings and 
investment and participation in the income, profits, and gains accruing to the Corporation 
from the acquisition, holding, management and disposal of securities. Different provisions 
of the UTI Act laid down the structure of management, scope of business, powers and 
functions of the Trust as well as accounting, disclosures and regulatory requirements for 
the Trust. The period 1986-1993 can be tenned as the period of public sector mutual funds 
(PMFs). From one player in 1985 the number increased to 8 in 1993. The party did not last 
long, when the private sector made its debut in 1993-94, the stock market was booming. 
The opening up of the asset management business to private sector in 1993 saw 
international players like Morgan Stanley, Jardine Fleming, JP Morgan, George Soros and 
Capital International along with the host of domesfic players joins the party. But for the 
equity funds, the period of 1994-96 was one of the worst in the history of Indian Mutual 
Funds. 
30 
By December 2004, Indian mutual fund industry reached Rs 1, 50,537 crores. It is 
estimated that by 2010 March-end, the total assets of all scheduled commercial banks 
should be Rs 40, 90,000 crores. The annual composite rate of growth is expected 13.4% 
during the rest of the decade. In the last 5 years we have seen annual growth rate of 9%. 
According to the current growth rate, by year 2010, mutual fund assets will be double. 
Table 1.2: Growth trends of banks in India 
Aggregate deposits of Scheduled Com Banks in India (Rs.Crore) 
MonthA^ear 
Deposits 
Change in 
% over last 
yr 
Mar-98 
605410 
-
Mar-OO 
851593 
15 
Mar-01 
989141 
14 
Mar-02 
1131188 
13 
Mar-03 
1280853 
12 
Mar-
04 
-
-
Sep-04 
1567251 
18 
4-Dec 
1622579 
3 
Source - RBI 
Table 1.3: Growth trends of MF AMU's in India 
Mutual Fund AUM's Growth 
MontlVYear 
MF AUM's 
Change in % 
over last yr 
Mar-
98 
68984 
Mar-
OO 
93717 
26 
Mar-
01 
83131 
13 
Mar-
02 
94017 
12 
Mar-03 
75306 
25 
Mar-04 
137626 
45 
Sep-04 
151141 
9 
4-Dec 
149300 
1 
Source - AMFI 
Some facts for the growth of mutual funds in India 
100% growth in the last 6 years. 
Number of foreign AMC's is in the queue to enter the Indian markets like Fidelity 
Investments, US based, with over US$1 trillion assets under management 
worldwide. 
Our saving rate is over 23%, highest in the worid. Only channel sing these savings 
in mutual funds sector is required. 
We have approximately 29 mutual funds which is much less than US having more 
than 800. There is a big scope for expansion. 
'B' and 'C class cities are growing rapidly. Today most of the mutual funds are 
concentrating on the 'A' class cities. Soon they will find scope in the growing 
cities. 
Mutual fund can penetrate rural like the Indian insurance industry with simple and 
limited products. 
SEBl allowing the MF's to launch commodity mutual funds. 
Emphasis on better corporate governance. 
Trying to curb the late trading practices. 
Introduction of Financial Planners who can provide need based advice. 
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Highlights: 
• Reverse Repo Rate increased by 25bps to 6.0 per cent and Repo Rate to 7.0 per 
cent. 
• Bank Rate and Cash Reserve Ratio kept unchanged. 
• GDP growth projection for 2006-07 retained at 7.5-8.0 per cent. 
• Containing inflation within 5.0-5.5 per cent for 2006-07 warrants appropriate 
priority in policy responses. 
• Money supply, deposit and credit growth above the indicative projections, 
warranting caution. 
• Appropriate liquidity to be maintained to meet legitimate credit requirements, 
consistent with price and financial stability 
Domestic Developments: 
• Real GDP growth during January-March 2006 is placed at 9.4 per cent as against 
8.6 per cent in the corresponding quarter a year ago and real GDP growth for the 
year 2005-06 is revised to 8.4 per cent from 8.1 per cent. 
• Inflation, measured by variations in the wholesale price index (WPI) on a year-on-
year basis, raised from 4.1 per cent at end-March 2006 to 4.7 per cent as on July 8, 
2006. 
• The average international price of the Indian crude basket increased from US $ 
60.1 per barrel in January-March, 2006 to US $ 67.3 per barrel in April-June, 2006 
and further to US $ 71.4 per barrel in July 2006 (up to July 21). 
• During 2006-07 so far, there has been a reversal of the phenomenon of consumer 
prices lagging wholesale prices, indicative of the increase in food prices which 
constitute a relatively larger share in the consumer price basket. 
• On a year-on-year basis, money supply (M3) growth at 18.8 per cent by July 7, 
2006 was higher than 13.8 per cent, net of conversion, a year ago and above the 
projected trajectory of 15.0 per cent indicated in the Annual Policy Statement for 
2006-07. 
• The year-on-year increase in aggregate deposits at 20.7 per cent (Rs.3, 72,977 
crore) was significantly higher than 14.9 per cent (Rs.2, 34,020 crore), net of 
conversion, a year ago. 
• On a year-on-year basis, the increase in non-food bank credit was 32.9 per cent 
(Rs.3, 71,993 crore) on top of an increase of 31.0 per cent (Rs.2, 60,164 crore), net 
of conversion of a non-bank into a bank, a year ago. 
• The overhang of liquidity in the system, as reflected in the liquidity adjustment 
facility (LAP), the market stabilisation scheme (MSS) and the Central 
Government's cash balances with the Reserve Bank which, put together, averaged 
Rs.65,174 crore during January-March, 2006 stood at Rs.91,231 crore as on July 
20, 2006. 
• Reflecting the easy conditions at the short end of the market spectmm, interest 
rates in the call, market repo and collateralised borrowing and lending obligations 
(CBLO) segments of the money market eased while gilt prices declined in the 
secondary market for government securities. 
• Banks increased their deposit rates by about 25-100 basis points across various 
maturities between March 2006 and July 2006. A majority of public sector banks 
adjusted their deposit rates up to three year maturity upwards by 25 to 50 basis 
points, while keeping the range of 6.00-7.25 per cent unchanged for deposits of 
over three years over the same period. The adjustments in deposit rates made by 
some private sector and foreign banks were somewhat higher, up to 100 basis 
points, particularly for deposit rates of over one year maturity. 
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• Exclusive of LAF operations, banks' investments in Government and other 
approved securities declined by Rs. 1,328 crore during 2006-07 up to July 7, as 
compared with an increase of Rs. 12,397 crore a year ago. 
• Gross market borrowings of the Central Government at Rs.69,533 crore (Rs.60,282 
crore a year ago) during 2006-07 so far (up to July 17, 2006) constituted 38.2 per 
cent of the budget estimates while net market borrowings at Rs.34,572 crore 
(Rs.39,234 crore a year ago) constituted 30.4 per cent of the budget estimates 
External Developments: 
• Export growth in US dollar terms moderated to 16.9 per cent during April-June, 
2006 from 35.4 per cent a year ago. Merchandise import also decelerated to 17.7 
per cent from 45.4 per cent. 
• While petroleum, oil and lubricants (POL) import growth rose sharply to 39.0 per 
cent from 31.0 per cent reflecting the steep rise in international crude oil prices, 
non-oil imports posted a relatively modest growth of 9.6 per cent as compared with 
51.7 per cent a year ago. 
• India's foreign exchange reserves increased by US $ 11.0 billion over their end-
March, 2006 level to US S 162.7 bilHon as on July 14, 2006. 
• The exchange rate of the rupee depreciated by 4.7 per cent against the US dollar, 
by 8.4 per cent against euro, by 10.2 per cent against pound sterling and by 5.1 per 
cent against Japanese yen during 2006-07 so far (up to July 21, 2006). Orderly 
conditions have prevailed in the domestic foreign exchange market during the 
period. 
Global Developments: 
• According to the World Economic Outlook of the International Monetary Fund 
(IMF) released in April 2006, global growth is expected to pick up from 4.8 per 
cent in 2005 to 4.9 per cent in 2006 before easing to 4.7 per cent in 2007. 
• In major industrial countries, inflation appears to be on the upswing mainly on 
account of oil price increases. In addition, risks loom large in the form of lagged 
second order effects of oil price increases, geopolitical tensions, the probability of 
disruptive adjustment of current account imbalances and the cooling global 
housing market. 
• A large number of central banks have raised their official interest rates, inter alia: 
the US Federal Reserve, the European Central Bank, the Bank of Japan, the Bank 
of Canada, the Reserve Bank of Australia, the People's Bank of China, the Bank of 
Korea and the Banco Central de Chile. Some central banks have kept their policy 
rates steady as for instance, the Bank of England, the Bank Negara Malaysia, the 
Bank of Thailand and the Monetary Authority of Singapore. A few central banks 
have also eased monetary policy such as the Banco de Mexico, the Bank Indonesia 
and the Banco Central do Brazil. 
• Global imbalances, emanating mainly from the twin deficits of the US and 
reflected in misalignment of major currencies, have continued to widen during 
2006 in an environment of rising interest rates woridwide and prospects of 
contraction of liquidity in the global financial markets. 
Overall Assessment: 
• There are several positive factors in domestic developments during 2006-07 so far, 
inter alias: reasonably robust corporate perfonnance, pick-up in investment 
activity, strong demand for bank credit, growth in new order books, increase in 
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capacity utilization, ample liquidity, stabilization of inflation since mid-June and 
strong export growth. 
• Some developments in the first quarter of 2006-07 do suggest the need to remain 
on guard against the emerging risks: incomplete catch-up of domestic POL product 
prices with the possible permanent component of international prices; growth in 
non-food bank credit and monetary aggregates higher than the projections; and 
contrasting liquidity conditions in the Government securities market vis-a-vis 
money markets. 
• While the prospects for growth in the world economy in 2006 are considered bright 
in the near-term as reflected in indicators of business confidence and 
unemployment in major economies, downside risks to the economic outlook 
internationally continue in the form of large fiscal deficits, low household savings 
and low investment in some large economies; unprecedented and growing current 
account imbalances; narrowing or closing in of output gaps in many economies; 
record highs in oil prices accompanied by uncertainties about their future 
evolution; the outlook for inflation firming up; the hardening of international 
interest rates along with the direcfion of movement in setting monetary policy; and 
re-pricing of risks by financial markets, in particular, in emerging market 
economies. 
Role of Mutual Funds in the Financial System in India 
Capital markets in India are in the process of maturing. The markets witnessed many 
structural changes in the years gone by primarily due to the market regulators pro-acfive 
approach to the changes in the global scenario as well as to meet the needs of the domestic 
investors. The RBI has carried out major reforms in the Indian financial markets in the last 
few years primarily by reducing Cash Reserve Ratio by 4% over 3 years and the bank rate 
by 5% over 5 years. The interest rates in the country are at record lows and have led to an 
increase in the credit flow to the commercial sector. The market capitalization of both the 
bond and equity has increased over the years. Strong economic fundamentals will cherish 
the growth of financial market, especially mutual funds in the coming years. 
Indian national savings have risen over the last two decades from 19% to 23.5% of 
national income with household savings rising sharply from 14% to 22%) and corporate 
savings from 1.5% to 4%. Though saving rate is on a high, investments are not made 
prudently. Major chunk of Indian savings are put in physical assets rather than in financial 
assets. Real estate and Gold fomi a considerable amount of physical assets. A look at the 
financial savings shows that considerable amount is retained in the form of currency or 
deposited in the bank which is the low income generating opfion. Looking at the high 
savings rate of the Indians it can be clearly judged there is going to be considerable 
demand for advice to help individuals channelize the savings into investments which 
generate high growth. Household are steadily graduating to higher income brackets. By 
2007, approximately 22% (4.4 crore) households had an average income of more than Rs 
1,45, 000 per annum, ($3,150) compared with under 7% in 1995. Equally important, the 
number of household falling in the low income category has shrank by a whopping 33% to 
5.9 crore (59 million) and had fallen to 4 crore (20% of total by 2007) . According to 
Goldman Sachs India has the potential to raise its US Dollar income per capita in 2050 to 
35 times the current levels. 
The increasing standard of living of people would increase the amount of savings in their 
hands thereby urging them to create more wealth and hence the role of fund managers and 
mutual fund industry is very vital in the development of Indian economy. 
With the regulatory bodies pro-active approach to give boost to the Indian mutual fund 
industry and the investor awareness programmes would also go to help Indian mutual fund 
industry to play an active role in the financial system in India. 
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The mania of mutual funds is fast catching up in India the reasons are varied...be it the 
rising income levels in the middle class employees or increased awareness of the use of 
mutual funds as an investment instrument apart from safe bank deposits and other 
government saving avenues. 
Over the past 10 years the Indian mutual fund industry has been one of the fastest growing 
sector in the Indian capital and financial markets. From 1991-2003 the compounded 
annual growth rate for the industries assets under management averaged around 20%. The 
rapid growth has led to considerable changes in regulation, the structure of funds available 
and the composifion of net assets across various industry segments as well as in the 
portfolio of investment fund. 
India is at the stage of a revolution that has already peaked in the US, where the asset base 
of the mutual fund is much higher than the bank deposits. In India only about 8% of the 
households have invested in the mutual fiinds, which is much less than 52% in US and 
35% in UK. In India mutual fund assets are not even 10% of the bank deposits but this 
trend in beginning to change. 
COMPARISON BETWEEN PUBLIC AND PRIVATE SECTOR INSTITUTIONS 
On the basis of the earlier studies comparison between the Public Sector & Private Sector 
Mutual Funds has been done basically on the parameters given here under, it transpired 
that private sector mutual funds score over the public sector mutual funds and that is why 
in the recent years the flow of funds has become more towards private sector mutual fiinds 
rather than on the public sector mutual funds. 
• Fund Size 
NAV 
• Liquidity Provider 
• Sale Price 
• Availability 
• Portfolio Disclosure 
There are several benefits of privately run mutual fiinds. One is the lack of pressure from 
investors to perform and maintain profitability. Imagine running a mutual fund focused on 
an out-of-favor asset class at a publically traded mutual fiind. Assets and profitability go 
out the door when the hot money leaves, and the manager is left with a choice of style drift 
or possibly losing their job. At a private company, managers have the ability to stick to 
their knitting because there is less pressure to follow whatever is the hot asset at the fime. 
The biggest difference between public and private funds is that a return on capital is much 
less important at private fiinds. Specifically, private funds are primarily looking to pay 
their employees, not create excess returns to equity holders of their company. 
Based upon the studies made by Jain, Jain and Dhar (2002-03); Shaineesh and Mohan 
(2001), Rich, Michael (2000), Colgate, Alexander (1998) and Mittal (2006 and 2008), the 
following issues need to be addressed before the public sector institutions implement 
adequate strategies to match with private sector institutions. The issues relating to internal 
Communication, Political dynamics. Organizational structured reward systems have to be 
suitably addressed. 
Moreover, the lack of leadership and executive involvement, together with 
Misinterpretation that technology is the solution and Lack of knowledge and training have 
to be taken care of Similariy the point of Inadequate or no change management 
methodologies. Weak follow through after technology implementation, Lack of will to 
accommodate the other party together with Mutual trust have to be imbibed in the staff 
public sector. The study also revealed that the factors regarding Lack of mutual respect. 
Lack of emotional bonding, Poor customer service. Ineffective management support. 
Hostility and lack of support, resources and skills. Lack of knowledge and marketing 
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skills, Overemphasis on sales, Indifferent attitude towards customers. Narrow view of the 
external environment, Poor and inadequate marketing intelligence. Little internal sharing 
of marketing intelligence, and Inadequate understanding and support from senior 
management has to be of paramount importance for public sector institutions to implement 
to come up to the desired level of customer savvy approach. 
The study into the relationship marketing implementation in public sector institution also 
identified managerial, human resource, cultural, comprehension, communication, strategic 
resource and operational forces impeding the process of relationship marketing, its up-take 
and the viability of the implementation of its resulting recommendations. 
The above issues tell that senior leadership makes trade offs with critical resources when 
determining what level of customer relationship they can afford to sustain. They advocate 
the core group of analytical experts that can drive the customer analysis and establish 
business rules. Integrators can work across the organizational boundaries. Cross functional 
teams support rapid deployment strategies. Analytics and customer relationships must be 
everyone's' top of mind. Appropriate RM skill sets must be evaluated and respective 
training made available. RM efforts must be quantified and measured. Marketing and 
technology must be interlinked from the strategic position. 
The study into the relafionship marketing implementafion in public sector institufion also 
identified managerial, human resource, cultural, comprehension, communicafion, strategic 
resource and operational forces impeding the process of relafionship marketing, its up-take 
and the viability of the implementation of its resulting recommendations. 
The above issues tell that senior leadership makes trade offs with critical resources when 
determining what level of customer relationship they can afford to sustain. They advocate 
the core group of analyfical experts that can drive the customer analysis and establish 
business rules. 
Integrators can work across the organizational boundaries. Cross fiincfional teams support 
rapid deployment strategies. Analytics and customer relationships must be everyone's' top 
of mind. Appropriate RM skill sets must be evaluated and respecfive training made 
available. RM efforts must be quantified and measured. Marketing and technology must 
be interlinked from the strategic position. 
One relationship marketing (RM) key success factor is human resources. 
Too often employees are asked to take on RM initiative in addition to their activities. 
Their roles should be redefined. Training is critical from both the business and technical 
perspective. Sometimes people are trained in how to use relationship marketing enabling 
tool well in advance of its implementafion. This is usually the result of delays. By the time 
the enabling technology is available people have lost their knowledge and momentum, 
requiring training. 
The organization must ensure tliat it has employees trained in state of the art marketing 
and technology methodologies. Risks in testing and implementing these new methods and 
impact on the customer relationships must be assessed. The businesses have a common 
problem. Their customer relationships are very successful and teat very success created a 
bond with the customer held on to so dearly that any change in the interaction could lead 
to dissatisfacfion and ultimately a lost customer. Organizations must achieve a realistic 
and workable balance between customer relationships and their human resource capacity. 
Cooperation across the company is critical so the question is how difficult is it to 
implement and maintain a RM mindset within the organization culture. Organization 
structures have a certain level of bureaucracy in order to operate successfully. The people 
working within such as employees, and with such as value chain members, have learnt 
how to behave and operate within the structure are most likely comfortable with it, and 
being human beings will have varying levels of resistance to change. For all intents and 
purposes it is probably the right structure for the respecfive business. 
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The major differences between both of the above are based on the parameters of trust, 
bonding, communication, empathy, reciprocity, culture and customer satisfaction. The 
studies reveal that there exist a wide perceptual difference among the customer of private 
and public sector organization regarding the relationship marketing philosophy. The gap is 
very high depicting that public sector organizations are quite ineffective in regards to 
implementing relationship marketing which ahs led to great deal of dissatisfaction among 
customers. On a whole the public sector need to work very hard to administer relationship 
marketing approach. The poor implementation also reveals poor customer satisfaction, 
poor culture, less score on reciprocity and empathy dimensions. 
On the basis of the survey done for the purpose of comparing the performance of the 
private and public sector mutual fund companies the study revealed that the private 
sector mutual fund companies score over the public sector mutual fund companies. 
The phase of 1987-93 marked the entry of public sector starting their asset management 
business. But post privatization in '93, private players have managed to beat the rest in the 
performance game. 
As observed with the performance ratings of both the private and public mutual fiind 
companies it can be concluded that the performance of the private mutual flinds is better 
than the Public Mutual Fund companies. Even among the public sector funds, it was SBI, 
which bagged all the accolades. SBI goes neck to neck with respect to Private Mutual 
Fund companies in terms of performance. However, the rest of the Public Mutual Fund 
companies lack behind. 
The reason that can be attributed to good performance of the Private Mutual Fund 
companies can be their efficient management, flattened organizational structure (narrow 
span of control and fewer levels of management.), less pressure from the investors side, 
more autonomy in terms managerial decisions. 
1. The study reveals that the fund size in private sector mutual funds are flexible while 
the fund size in case of public sector mutual funds are not that flexible. 
2. The NAV is daily calculated by the private sector and public sector mutual funds 
mutual fiind by using the understated formula 
NAV = Value of Securities - Liabilities 
No. of Units Outstanding 
But the liabilities and costs in the case of public sector mutual funds are more than 
that of the private sector mutual funds and hence the more customer satisfactory 
perfonnance is depicted in the NAV of the private sector funds as compared to 
public sector funds 
Similarly the return from a mutual fund of private sector is more than the return from 
the public sector mutual funds. 
The return from a mutual fiind consists of the following: 
^ Periodic dividends in cash (Generally Annual) 
^ Distribution of Capital Gains and 
^ Increase (Change) in NAV over the period. 
Annual percentage return from a mutual fund is calculated as : 
Return = Div+CG+(NAV, - NAVn) v 100 
NAVo 
On the basis of the above calculated the perfonnance of the private sector mutual 
funds is better as compared & that of private sector mutual funds as in NAVo and 
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NAVi are less in the case of public sector mutual fund than that of private sector 
mutual funds 
5. 
Liquidity provider in the case of the private sector is from the ftind itself, while in 
the case of public sector mutual fiinds it is generally based on the basis of stock 
market performance. 
Sale price in the case of public sector fiinds is at NAV plus load but in the case of 
public sector funds it a significant premium/discount NAV. 
Availability for private sector fiinds is much more as compared to the availability of 
mutual fiinds by public sector as the private sector players are ftinctioning round the 
clock and their services are more customer friendly and more customer oriented than 
that of public sector mutual fiinds. 
Portfolio Disclosure is much more transparent and hence more responsive attitude is 
adopted by the private sector mutual funds than that of public sector mutual fiinds. 
While the private sector funds may disclose the information on daily/real time basis 
in public sector mutual fund may provide it on monthly basis. 
Table 1.4: Trends in Transactions on Stock Exchanges by Mutual Funds (since 
January 2000) 
Jan 2000-March2000 
April 2000-March2001 
April 2001-March 2002 
April 2002-March2003 
April 2003-March2004 
April 2004-March2005 
April 2005-March2006 
April 2006 
May 2006 
June 2006 
July 2006 
August 2006 
September 2006 
October 2006 
November 2006 
December 2006 
January 2007 
February 2007 
March 2007 (upto S"') 
Total (Aprir06-
March'07) 
Equity (Rs. in crores) 
Gross 
Purchase 
1170.54 
17375.78 
12098.11 
14520.89 
36663.58 
45045.25 
10435.90 
12752.47 
18345.43 
7843.52 
7552.18 
8851.58 
10345.23 
9944.46 
12675.21 
13181.43 
11643.60 
12697.09 
3362.40 
129194.6 
0 
Gross 
Sales 
11492.19 
20142.76 
15893.99 
16587.59 
35355.67 
44597.23 
86133.70 
9631.91 
10452.07 
9820.47 
7633.89 
8425.14 
9005.54 
9947.97 
12700.04 
11554.38 
12985.83 
12971.14 
3701.58 
118829.96 
Net 
Purchase/ 
Sales 
-421.65 
-2766.98 
-3795.88 
-2066.70 
1307.91 
448.02 
14302.20 
3120.56 
7893.36 
-1976.95 
-81.71 
426.44 
1339.69 
-3.51 
-24.83 
1627.05 
-1342.23 
-274.05 
-339.18 
10364.64 
Debt (Rs. in Crores) 
Gross 
Purchase 
2764.72 
13512.17 
33583.64 
46663.83 
63169.93 
62186.46 
109804.91 
11227.96 
15386.47 
14235.54 
15982.62 
16169.28 
12878.65 
10314.44 
13296.65 
7584.70 
10830.62 
10351.99 
4437.36 
142696.28 
Gross 
Sales 
1864.29 
8488.68 
22624.42 
34059.41 
40469.18 
45199.17 
73003.67 
6800.08 
7774.06 
8906.90 
8266.41 
11853.22 
9591.24 
7929.50 
6961.92 
6256.15 
8427.46 
7682.98 
2305.22 
92755.14 
Net 
Purchase/ 
Sales 
900.43 
5023.49 
10959.22 
12604.42 
22700.75 
16987.29 
36801.24 
4427.88 
7612.41 
5328.64 
7716.21 
4316.06-
3287.41 
2384.94 
6334.73 
1328.55 
2403.16 
2669.01 
2132.14 
49941.14 
Source: www.sebi.gov.in 
38 
Table 1.5: Trends in Transactions on Stock Exchanges by Mutual Funds March 2007 
Transaction Date 
01.03.07 
02.03.07 
05.03.07 
06.03.07 
07.03.07 
08.03.07 
Total 
Eq 
Gross 
Purchase 
767.80 
442.45 
707.38 
528.54 
338.20 
578.23 
3362.40 
uity (Rs. in crores) 
Gross Sales 
796.92 
567.57 
541.24 
460.10 
717.76 
617.99 
3701.58 
Net 
Purchase/ 
Sales 
-29.12 
-125.32 
166.14 
68.44 
-379.56 
-39.76 
-339.18 
Debt (Rs. in Crores) 
Gross 
Purchase 
845.18 
238.24 
981.15 
1148.53 
690.76 
533.50 
4437.36 
Gross Sales 
411.54 
272.74 
591.73 
243.93 
282.95 
502.33 
2305.22 
Net 
Purchase/ 
Sales 
433.64 
-34.50 
389.42 
904.60 
407.81 
31.17 
2132.14 
Table 1.6: Top 10 Open Ended- Equity & Debt-Funds -Period (Jan 1, 2006-Dec 6, 2006) 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Scheme Name 
JM Balanced- Dividend 
JM Balanced- Growth 
PRINCIPAL Child Benefit- Career Builder 
Plan 
PRINCIPAL Child Benefit- Future Guard 
Plan 
Can Balanced II 
Tata Balanced Fund- Growth 
Tata Balanced Fund- Dividend 
SBI Magnum Balanced Fund-Growth 
SBI Magnum Balanced Fund-Dividend 
DSP Merrill Lynch Balanced Fund- Growth 
Date 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
Dec 6,2006 
NAV 
(Rs.) 
17.65 
23.23 
54.09 
53.38 
38.02 
49.39 
36.54 
35.96 
26.25 
38.38 
% Return as on NAV 
date 
45.83 
45.79 
43.37 
43.31 
42.43 
40.49 
40.47 
39.63 
39.61 
39.37 
Type of 
Fund 
Private 
Private 
Private 
Private 
Public 
Private 
Private 
Public 
Public 
Private ; 
Source: www.valueresearchonliiio.com 
Rank 
1 
2 
3 
4 
5 
6 
Table 1.7: Top 10 Open Ended- Debt-Funds -Period (Jan 1 
Scheme Name 
Lie MF Unit Linked Insurance Scheme 
Templeton India Children Asset Gift Plan- Growth 
Templeton India Children Asset Gift Plan- Dividend 
Escorts Income Bond- Dividend 
Escorts Income Bond- Growth 
Sundaram BNP Paribas Floating Rate Fund- Long Term 
IP Growth 
Date 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
, 2006-Dec 6, 2006) 
NAV 
(Rs.) 
12.82 
30.31 
30.31 
17.04 
20.19 
12.99 
% Return 
as on NAV 
date 
38.11 
35.19 
35.19 
25.96 
25.95 
24.32 
Type of 
Fund 
Public 
Private 
Private 
Private 
Private 
Private 
39 
7 
8 
9 
10 
Cancigo- Growth Plan 
Reliance Monthly hicome Plan- Growth 
Prudential ICICI Income Multiplier Fund- Cumulative 
Reliance Monthly Income Plan- Dividend 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
19.36 
13.82 
14.30 
12.01 
20.84 
16.29 
16.16 
15.36 
Private 
Private 
Private 
Private 
Source: www.valueresearchonline.com 
Table 1.8: Top 10 Open Ended Equity Funds -Period (Jan 1,2006-Dec 6, 2006) 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Scheme Name 
Sundaram BNP Paribas Select Midcap-
Dividend 
Sundaram BNP Paribas Select Midcap-
Growth 
UTI Thematic Infrastructure Fund- Growth 
UTI Thematic Infrastructure Fund- Dividend 
Tata Infrastructure Fund- Dividend 
Prudential ICICI Infrastructure Fund-
Growth 
Tata Infrastructure Fund- Growth 
Prudential ICICI Infrastructure Fund-
Dividend 
SBI Magnum Global Fund 94- Dividend 
SBI Magnum Global Fund 94- Growth 
Date 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
Dec 
6,2006 
NAV 
(Rs.) 
18.01 
90.71 
28.62 
20.92 
21.84 
18.57 
24.33 
16.09 
34.44 
44.08 
"/o Return as on 
NAV date 
72.16 
71.81 
71.74 
71.57 
70.29 
70.24 
70.22 
70.13 
68.65 
68.53 
Type of 
Fund 
Private 
Private 
Public 
Public 
Private 
Private 
Private 
Private 
Public 
Public 
Source: www.valucrcsearchonline.com 
As per the rating given by the value research on the basis of the % Return on the NAV between the 
period from .Ian -Dec 2006 for Debt funds. Equity funds and Debt -Equity funds, among the top 
10 ranks, mutual funds offered by the Private funds scored better than those by the Public funds. 
Except the UTI, SBI, Canara Bank and LlC no public fund was able to fetch any rank in the first 
10 positions. Also, all the top 3 ranks under all the three categories are headed by the private 
mutual funds. 
Clearly, the private funds companies are doing fairly well than the public funds companies giving 
a higher rate of return to their mutual fund holders. 
Hence the private sector mutual funds have an edge over the public sector mutual funds. 
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CHAPTER 2 
LITERATURE REVIEW 
Literature on mutual fund performance evaluation is enormous. A few research studies 
that have influenced the preparation of this thesis substantially are discussed in this 
section. 
Introduction to Mutual Funds: 
Effective asset (wealth) allocation amongst different investment sources has reached new 
heights due to the recent and rising trends in - individual's personal finance and efficient 
planning of the retirement plans. "Asset allocation is referred to the allocation of an 
investor's portfolio among a number of asset classes" (Sharpe, 1992) or simply it is the 
decision making process that goes behind identifying the relative proportion of the 
different asset classes, available in the capital market, in an investment portfolio. 
Investors have an option to invest in different assets for e.g. stocks, bonds, other 
convertibles and cash, and hold them in different combinafions. Asset allocafion, being a 
decision making process, comes into play when an investor allocates his limited wealth 
amongst these wide ranging assets and thereafter, construct an optimal portfolio. Latane 
(1958) demonstrates that the investors, decision to make a rational choice amongst 
different portfolios involve three steps: 
(a) Deciding upon the aim and criterion for evaluating different portfolio 
(b) Calculating the expected returns from the stock and bonds; and 
(c) Allocating the portfolio among the various forms of assets taking into account 
these above mentioned expectations and the evaluafion criterion. 
In addition to this another factor that comes into play in the decision making process is the 
utility (utility is a concept that was introduced by Danielle Bernoulli) derived by the 
investor from that particular portfolio of investments. As described by Coto Milan (2003), 
'ufility' may be defined as the satisfacfion or happiness derived fi^om an investment result 
which operates within an environment of certainty. Utility of investor is never constant. 
Higher the risk return profile of an investment, higher is the utility value assigned by an 
investor. Also, higher the volatility in returns lower is the utility value assigned by an 
investor and vice versa. A fomialized risk penalty equation that is employed by financial 
theorists and Association of Investment Management and Research (AIMR): 
U=E (r)-0.005 A Standard deviafion2 
Where, "U is the utility value" and "A is the index of the investors risk version". .005 is a 
scaling convention that allows us to express the expected return and standard deviation as 
percentages rather than decimal (Bodie Et al, 2002). This equation represents that the 
utility for a particular investment increases, with increase in the return or expected return 
and false, with increase in the volatility or the risk of the returns. 
Taking the risk aversion characteristics into consideration when an investor enters into the 
stock market he is presumed to play a gamble, as he would either end up earning or losing 
too much. This is due to the fact that the stock market moves in an uncertain manner. 
"Profits on the exchange are the treasures of the Goblins. At one time they maybe 
carbuncle stones, then coals, then diamonds, then fiint stones, then morning due, then 
tears. (Joseph de la Vega, 1996) 
Till the eariy 1950's it was believed that the movement of the share prices could be well 
predicted using investment or technical analysis. But it was Kendall (1953's), classic 
paper on random walk which turned around the things dramatically. His analysis of the 
stock movements revealed that there was very little correlation within stock prices thus he 
concluded that there was apparently no hope of being able to predict movements of the 
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stock on the exchange for a week or even a day ahead without the availability of 
extraneous information. The shares prices are known to move in an uncertain manner 
more precisely follow a random walk. This random walk is caused due to the fact that the 
share prices at any point of time reflect all the available information, and would only 
change if any new information arises. (Arnold, 2002). 
This movement in the stock prices gives rise to the concept often termed as 'Efficient 
Capital Markets' in finance literature. Efficient capital markets are the markets in which 
prices "fiiUy reflect" available information (Fama, 1970). Thus, in simple words it implies 
that any new information revealed is rapidly and rationally incorporated and 
simultaneously reflected in the direction of the share prices. Also, there are no 
undervalued or over valued stocks in the market so that none investors 'can earn abnormal 
profits by buying or selling them'. If there are any under or over valued stocks the rational 
investors would buy and sell these to the extent that the security priced come back into 
equilibrium. 
Fama (1970) produced a three stage grading system to define the extent to which a capital 
market could be efficient: (a) weak form of efficiency implying that the security prices just 
reflect the informafion contained in the historical prices, (b) semi strong form; in which 
the prices reflect all the information that is publically available, and (c ) strong form 
efficiency; which implies that all relevant informafion including the private information 
known to the insiders of the companies is ftilly reflected in the stock prices. No doubt, 
Fama came up with this three fier grading system to prove that the markets were efficient 
but the academics identified enough anomalies with enough evidence to justify the search 
for the under priced security. (Bodie, et al, 2004). 
In addifion, bulk of literature provides evidence that certain, superior investment strategies 
with superior information for insight and superior stock picking abilities would enable any 
individual to earn money and thus, proves the "efficiency" notion wrong. 
Taking this never ending debate on the nature of the capital markets into account, 
individual investors allocate there limited investments into a wide range of assets. These 
investments are made with the view of reaping profits from the long lived, successfiil 
process of diversification." Diversification" refers to the process of adding more and more 
uncorrelated securifies to your stock portfolio. The more correlated the securities, the less 
are the benefits fi"om diversification. Diversification enables the investors to reduce or 
completely the finn specific risk from their portfolio, the risk sources being completely 
independent to each other and thus, exposure to any particular risk is reduced to negligible 
level. However, it cannot completely eliminate the risk due to the presence of the market 
risk component. 
Direct investment by the individual would involve great deal of risk and specialization in 
order to generate positive returns. Thus rather than investing in different securities and 
managing their portfolio's themselves, investors in effect can tum their funds to an 
investment company and give it the responsibility of effectively making the investment 
decisions, for a fee or charge as a result the investment companies commonly known as 
mutual funds, have become an important tool in the hands of the investor to reap profits 
from the functions of- diversification, professional management, capital appreciation, etc 
that these fund companies provide there investors with. 
These investment companies work as a resourceful intennediary for asset allocation and as 
establishes institutions in the developed financial markets as well. Just as an individual 
investor, the mutual funds also need to undertake asset allocation process. They select a 
particular portfolio's exposure to each of the asset classes available in the market and set 
the relative return target level. Thus, with their funds being directed towards these mutual 
ftinds, the investors can rely on the experience and the expertise of the fund managers. 
The extent of the maturity of such funds in the developed markets like that of USA, is well 
reflected from the level of research, both theoretical and technical being conducted by the 
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researchers (Ramasamy and Yeung, 2003). However, mutual funds are recent phenomena 
in the emerging markets of the world. There has been tremendous growth in the 
development of these funds in these economies in the recent past. Economies of that of the 
Asian countries China, Indonesia, Phillipines, India and Malaysia are expected to grow 
annually by double the figures and touch a US dollar 12 trillion high by 2030. (Ramasamy 
and Yeung, 2003). 
No doubt the number of funds in these markets is quite small when compared to the 
number in USA, but are growing at a high rate. This growth has thus resulted in the 
number of investing companies offering a wide range of funds/schemes suiting to the 
needs and objectives of the investors. Thus, and investors job as noted by (Sharpe,I966) is 
to select amongst the efficient portfolios, constructed by different fund managers, the one 
that he/she considers most desirable, based on his/her particular needs and preferences for 
risk and return. Analogous to the rapidly growing mutual industry in the developed 
countries, the amount of academic studies have also significantly increased over time. A 
bulk of literature studies, the factors that affect the performance and development of such 
ftinds. For instance, Prather, Bertin and Henker (2004) conducted their research on the 
mutual fund performance taking into account the factors such as supervisorship bias, 
benchmark error, fund expenses, economies of scale and characteristics of mutual fund 
managers. Further, Engstrom (2004) claims that not only the factors such as fund size, 
fees, trading activities and past returns determines the fund performance but there are also 
some unexplored areas such as funds investment strategies, play an important role. 
However, not much research has been made on such factors in the emerging markets. 
On the basis of the above literature review it has transpired that direct investment by the 
individual would involve great deal of risk and specialization in order to generate positive 
returns. Thus, rather than invesfing in different securifies and managing their portfolio's 
themselves, investors in effect can turn their fund to an investment company and give it 
responsibility of effectively making investment decision, for a fee or charge as a result the 
investment companies commonly known as mutual funds have become important tool in 
the hands of the investor to reap profits from the functions of diversification, professional 
management, capital appreciation etc which these fund companies provide to their 
investors. 
Mutual Fund Investment Style: 
With inception of more and more funds each year offering a wide range of schemes to 
their investors, it becomes more and more complex for the investors to choose a particular 
fund suiting best to their needs and finances. The mutual funds have made every possible 
attempt to cater to their investors and keep them informed about their investments to 
through the company prospectus. So, that the investors get a good idea of the prospects of 
the fund performance. The prospectus provides with valuable insight on: how risky is the 
investment? Whether the company is investing in large small or medium companies? 
What is the amount of cost (fees) likely to be incurred? What are the investing strategies 
adopted by the fund managers while they are investing in different securities? 
The last area of interest focuses on decision process of mutual fund managers and is a 
crucial criterion for the evaluation of the funds by the fund investors as well as the rating 
agencies. These two groups of individuals are not only interested in the past perfonnance 
but also in the funds investment process (Mamaysky and Spigel, 2002). This is due to the 
fact that number of recent literatures has produced evidence that fund managers have 
exhibited a reasonable level of stock selection abilities. However, stronger evidence, on a 
whole, shows that they consistently appear to be incapable of out guessing the market 
(Davis, 2001). Thus, the main implication of these studies for the investors is that in order 
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to reap higher returns, they need to select a fund manager with appropriate and profitable 
strategies, than to evaluate a fond on a whole. 
There has been a quality sfody conducted on mutual fond managers by the financial 
academics. One of the most recent and exhaustive study conducted on the fond managers 
was conducted by Drachter, Kempf and Wagner (2007) who have made an excellent 
attempt to shed some light on the behavior of fond managers (in Germany). They 
conducted a telephonic survey in order to link the fond manager's data with the 
information they hold about mutual fonds and provided evidence that the behavior of the 
managers depend heavily on the characteristics of the fonds and the company as a whole. 
Also, various studies in the past have focused on the superior stock selection abilities of 
the fond managers that enable them to perform better (Jenson 1968, 1969) and Bloom and 
Iriend (1973). Jenson (1968) brings forward two dimensions under which the ability and 
strategy of the fond managers can influence the fond returns. 
• The ability of the fond manager or security analyst to increase returns on the 
portfolio through successfol production of foture security prices, and 
• The ability of the fond manager to minimize (through "efficient" diversification), 
the amount of "insurable risk" (diversifiable risk) bom by the investor. 
Also, Lee and Rahman (1990), Alexander and Stover (1980), Veit and Cheney (1982), 
Kon (1983), Chang and Lewellen (1984) and Henriksson (1984) characterize them as 
'market maker' and 'stock pickers'. They have directed their studies to test the market 
timing abilities of the fond managers using the non linear version of CAPM and claim that 
the superior performance of a mutual fond manager occurs because of his ability to time 
the investments in the markets and/or his ability to forecast the returns on the individual 
assets which is often termed as 'selection ability'. Academic suggests that the mutual 
fonds are generally grouped according to the objectives which they invest in different 
securities to build their fond portfolio. These are referred to as "Mutual Fund Styles". So, 
a particular style of the fund manager, who manages the fond and takes crucial investment 
decisions solely or in a team determines the fond characterisfics. The investment style of 
the mutual fund may play a very significant role in the performance of the fond and this 
has been significantly examined in the finance literature. This is evident from the study 
conducted by Mc Donald (1974) where he illustrated by segmenting the fonds objectives) 
as the strategy of the fond became more aggressive the risk and return associated with the 
investment increased. Inconsistency with this aspect with the mutual fond performance 
Baks (2003) show that 50% of the fonds perfonnance can be attributed to the perfomiance 
of its fund manager. Ding and Wenners (2005) further claim that the managers who are 
more experienced and who are responsible for larger fond out perfonn there less 
experienced counterpart which makes it clear that the managers characteristics play an 
important role in explaining the portfolio performance of the mutual funds. Also, young 
fond managers perfonn better than old managers. (Chevalier and Ellison, 1999). However 
Sharpe (1966) and Jenson (1968) were the first ones to examine and analyze the 
perfonnance of the fond managers. Sharpe (1966) in his analyses the perfomiance of 34 
open ended mutual funds by calculating annual rates of retum during the period 1954-
1963. 
He illustrates that the task of mutual fund, being an investment process, is that of security 
analysis (providing the required predications on security performance) and portfolio 
analysis (selecfing fomi a large number of portfolios those that are most efficient). He 
demonstrates that the sound management of mutual fond; requiring the selection of an 
incorrectly priced securities. Effective diversification and the selection of a portfolio in a 
particular risk class, provides ample space for major and persisting differences in the 
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performance of different funds. Further he brings forward the fact that the difference in 
the performance of different fiinds could be due to the excessive expenditure by some 
funds or it may also be attributed to difference in management strategies of the fiind 
managers. 
In practices, one may find different portfolio managers following a wide range of 
approaches/strategies in order to cater to the needs of their investors and to earn higher 
returns than their competitors. Some of them have been identified by Chan, Chen & 
Lakonishok (2002) as - identifying unappreciated or cheap securifies, seeking growth 
potential, or following past price trends'. It should be noted that since these mutual fimd 
style are so exclusively used in the theory to measure the performance of the mutual fund 
companies, there has to some consistent basis for their classification. Moreover, this 
classification needs to be objectively and empirically determined, be steady across 
managers and must be related to their strategies (Brown & Goetzmann, 1997). Further, 
some literature studies (like the one done by DiBartolomeo & Witkowski (1997), provided 
evidence that the current classification system is inefficient to provide scope for such 
issues. Monte Carlo simulafions carried on the out -of -sample data show that this 
misclassification of the manager's style has a significant effect on the investor's abilifies 
to build a diversified portfolio (Knight & Satchell, 2002). In order to shed some light on 
this aspect, the investment style of the fund managers have been extensively discussed and 
examined in the past finance literature. Some academics idenfify the manager's strategies 
by grouping the funds they invest into. 
Sharpe (1992) by implementing the so called 'style analysis', illustrates that much of the 
difference in the US equity mutual fiinds returns, can be attributed to the differences in 
their exposures to different asset classes namely; bills, intermediate - term government 
bonds, long term government bonds, corporate bonds, mortgage related securities, large 
capitalization value and growth stocks, medium and small capitalization stock, non - US 
bonds, European Stocks and Japanese stocks. This process was termed by him as the 
"style analysis". 
However, the number of trading strategies is unlimited and thus, there may be many more 
opportunities for the managers for adding diversification to the portfolios and performing 
better, and so, identifying the assets they invest into would not be that helpful (Fung & 
Hsiesh, 1998). 
Though the existing literature on the mutual fijnd strategies is large & extensive, but the 
first group of economists who laid emphasis on the analysis of the international strategies 
was Kaminsky, Lyons & Schukler (2004). In addition to illustrating the strategies at the 
fund level, they also addressed the factors which caused the difference in the fund 
manager's strategies across crisis and non- crisis periods. Using the data of quarterly 
holding of 13 funds, they examined the trading strategies under two dimensions; first set 
relates to the fund engaging in 'momentum trading ' - i.e. funds that systematically buy 
the winning stocks and selling the stocks performing poor and the second set relates to 
'contagion trading'- systematically selling stocks from one country when stock prices are 
falling in another country. Their results demonstrated sufficient evidence to prove that 
maximum fund managers go in for the momentum trading in both crisis and non crisis 
periods. A number of researches, Jegadeesh and Titman, (1993, 2001); Rouwenhorst, 
(1998); chui et al..(2003); Griffin et al., (2003), have provided evidence that momentum 
trading strategies are profitable to the fund managers, in US and many other developed 
countries woddwide. 
Another important aspect of the mutual fund manager's behavior, while they invest in the 
securities, is that- do mutual fund managers "'flock together"' or "herd"" when they trade in 
securities? Do some managers follow the lead of others when they trade? Such questions 
have been answered by the studies conducted by the financial economist such as Grinblatt 
et al.(1995) who identified the extent to which the mutual funds exhibited "herding"' 
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behavior i.e. buying & selling the same stock at the same time. Their results on one hand, 
being consistent with previous studies, showed that 77% of the mutual fund managers 
were momentum investors and this activity enabled them to realize significantly better 
performance than other funds. And on the other hand showed weak evidence that the ftinds 
tended to buy and sell the stocks at the same time (-herding activity). Similarly, Werners 
(1999) analyzed the trading activity of the mutual fund industry from 1975 to 1994 to 
determine whether the funds "herd" when they trade in stocks and also investigated its 
impact on the stock prices. Their result provided evidence that only average level of 
herding is exhibited by the funds and also, is higher in case of smaller and growth oriented 
stocks. Corporate literature argues that the managers, who are uncertain about their own 
ability and are concerned about their reputation in the market, have a natural tendency to 
herd. Scharfstein and Stein (1990) show that the fiind managers have an incentive to herd 
in order to minimize the negative consequences of under performance on their reputation. 
He further claims that "Managers who care only about their reputation will always herd... 
but managers who care about profits will have to trade off the loss of reputation against 
profits." Supporting this argument Massa & Patgiri (2005) illustrated that reputation and 
career concerns induce managers to undertake herding and in contrast incentive based 
compensation would induce managers to undertake less effective herding. Further, Person 
and Schadt (1996), brings out another possible strategy that may be employed by the 
mutual fund managers while investing in securities. According to them, the managers may 
also rebalance the portfolios in anticipation of the changing economic conditions (for e.g. 
the political scenario within country) and thus, is an important area to be researched on. 
One of the main drawbacks of all these previous studies conducted on the mutual fund 
management style is that these focus on the impact of the manager's style, of a particular 
fund, on its performance. In contrast to this the study conducted by Brown & Goetzmann 
(1966) very interesting brings out a superior form of style classification which effectively 
predicts the 'cross sectional' future performance of funds. They developed a style 
classification 'algorithm' that is consistent with the asset pricing models developed in the 
finance literature. They characterized the fund manager's style / strategies into eight main 
categories/styles: 'growth & income', 'income', value', 'global timing', 'glamour', 
'international', and 'metal funds'. Thus, this classification helped the researcher to 
decompose the 'style' into more familiar measures such as the risk premiums and time 
varying factors. 
He illustrates that the task of mutual fund, being an investment process, is that of security 
analysis (providing the required predications on security perfonnance) and portfolio 
analysis (selecting form a large number of portfolios those that are most efficient). He 
demonstrates that the sound management of mutual fund; requiring the selection of an 
incoiTCCtly priced securities. Effective diversification and the selection of a portfolio in a 
particular risk class, provides ample space for major and persisting differences in the 
perfonnance of different funds. Further he brings forward the fact that the difference in 
the performance of different funds could be due to the excessive expenditure by some 
funds or it may also be attributed to difference in management strategies of the fund 
managers. 
Most mutual funds adopt investment styles that cluster around a broad benchmark, few 
funds take extreme positions away from the index but those who do are more likely to 
favor growth stocks and past winners. The bias towards glamour and the tendency of 
poorly performing value funds to shift styles may reflect agency and behavioral 
considerations. After adjusting for style there is evidence that growth managers on average 
outperform value managers. 
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Mutual Fund Performance: 
Mutual fund performance can be described as: whether or not the mutual fund managers, 
who are supposedly expected to have superior stock selection abilities can generate 
abnormal returns for the investors. Abnormal returns are usually defined as the intercepts 
from excess return regressions calculated with the help of a benchmark that is mean 
variance efficient from the perspective of a uniformed observer (Grinblatt and Titman, 
1989). 
Bulk of literature shows that there are number of factors that determine the impact the 
performance and growth of the mutual funds. One basic issue that has received a lot of 
attention from the academics is that; is the past performance of the mutual fiand a good 
indicator to evaluate and measure its present performance. Some studies show that there 
are traces of evidence to show that there is no posifive relafionship between the past and 
the current perfonnance (Blake et.al, 1993; Bogle, 1992; Brown and Goetzman, 1995; 
Brown et.al, 1992). 
Goetzman and Ibbotson (1994) further demonstrate that there is conclusive evidence to 
show a positive relationship between the two over a period of two years. Other factors that 
have been taken up by the academics, as possible determinants of the performance of the 
mutual fund, is the cost involved in buying and selling the mutual funds; often termed as 
transaction cost. Several studies such as that of Blake et.al (1993), Carhart (1997), Elton 
et.al (1996) show that there is an inverse relationship between the transaction cost and the 
performance of the funds (also known as expense ratio). In addition to these, the size of 
the fund, number of funds managed under the fund company, characteristic of the fund 
manager and also, the strategies of the fund manager while investing in an optimum 
portfolio have a significant impact on the performance of the fund. 
The problem of accurately measuring the performance of managed portfolios remains 
largely unsolved after more than 30 years of work by academics and practiconers. (By 
Person and Schadt, 1996) 
The central problem of the financial academics is finding an effective criterion for 
evaluating the 'Performance of Risky Portfolios'. Literature in this regards suggests that 
the major difficulty encountered in evaluating the performance of any portfolio is the 
insufficient measurement of the riskiness perceived by the investors, which is directly 
linked to the average expected returns from that particular portfolio. Further, Ippolito 
(1993) suggests that part of these performance evaluation difficulties can also be attributed 
to the lack of viable competing theories. Mutual fund performance has been consistently 
supported by Efficient Market Theory (EMT) which supports the notion that the capital 
markets are efficient. Because of lack of any alternative theories to support the efficiency 
of capital markets, the researches have always been reluctant to reject the EMT and its 
insides. Even though literature studies on the mutual fijnd performance are enonnous and 
apparently my research has been prepared after being influenced substantially by a few 
prior researches which have been discussed in this section. 
In most of the prior studies the performance of the mutual funds is often linked to the fund 
managers managing the fund portfolio. Now, the query that has troubled the academics for 
long is whether the portfolio managers can deliver abnormal returns and beat the specified 
benchmarks (Mimicking which the portfolio of the fund is built). More specifically, the 
identification of an accurate and reliable measure that is able to assess and compare the 
perfonnance of various funds, being linked to the performance of the managers, has been a 
simulating issue for the academics. On the other hand, the investors too wanted to sort out 
a reliable method to measure the performance of the actively managed fiinds; in order to 
find out whether the fees and expenses they were bound to pay were really justified or not. 
In the light of these issues various measures such as the Sharpe Ratio, the Jenson Measure, 
the Treyner-Mazuy Measure, and risk adjusted measures etc. have been developed. 
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No doubt a variety of evaluation techniques have been proposed and implemented by the 
academics but till date there is no consensus about the ability of professional portfolio 
managers to earn abnormal returns for their fiinds. A number of previous studies have 
demonstrated that the mutual funds do not generally out perform the market. Moreover if 
the efficient market hypothesis holds true, then it could be convincing that the mutual 
funds may not be able to consistently out perform the market. However, this result has not 
been consistent with the tremendous growth experienced by the mutual fund industry in 
the last two decades. Gruber (1996) having being done enormous study on the various 
aspect of the mutual fund performance regards this as a puzzle. According to him if the 
funds did out perform a particular index, than there would not have been any query, but 
since they under perform and simultaneously have grown at such a fast rate, becomes an 
interesting question to be answered. A brief comment, with which he tries to solve the 
puzzle, is that the investors in general, are more rational than what the academics have 
always assumed. 
Moving on with the mutual fund performance review, it is important to bring forward the 
one of the most prominent studies of the academic literature taken by William F Sharpe. 
Sharpe (1966) brought forward a performance evaluation technique known as the 
"Reward-to variability ratio"; calculated net of management expenses for each of the 34 
funds under his sample study. His study found that the average value of fund's ratios is 
significantly less than the same ratio applied to Dow Jones industrials over the period from 
1954-1963. Thus he provided evidence that the returns earned by an investor by investing 
a given sum of money in the mutual flinds is distinctly inferior to a same amount of 
investment made in the Dow Jones Industrials. However, Arditti (1971) showed that if 
another variable namely the third movement of the fund's annual rate of return (i.e. the 
sum of dividends, capital gain distributions, and the change in the net asset value divided 
by the beginning of the net asset value) is introduced in the investor's decision making 
process, William Sharpe's conclusion could be altered. However, Sharpe results were soon 
reconfirmed by Jenson (1967), Treyner (1965). Jenson (1967) used the "Market Equation" 
to calculate the aplha's for the funds in the sample study. However they focused there 
study on the strong testing of the efficiency of the capital markets. They proved evidence 
that 115 mutual funds under there study on an average were not able to predict the security 
pries to be able to outperform the market index. On a whole most of the earlier studies 
have rejected the earlier hypothesis that the mutual funds can produce positive alphas 
(excessive returns). The fund managers have superior security selection abilities to out 
perfonn the market index. These studies basically supported the fact that the markets are 
efficient. Markets being efficient imply that all the available infonnation is already 
reflected on the market prices and thus the managers, even with superior stock selection 
abilities can not out perfonn the market. However there are some academics for instance 
Ippolito (1993) who produced evidence contrary to these studies claiming that the 
managers do have some abilities to outperform the market portfolios. Further Ippolito 
(1999) demonstrated that net of expenses and fees, 143 mutual funds under there sample 
study out perform the index funds on a risked adjusted return basis. A study conducted by 
Vic Donald (1974), based on the monthly data of 123 funds over a period of 1960-69 
proved evidence that the average alphas of the funds reflected that the perfonnance of the 
funds was not superior nor inferior to the perfonnance of the market portfolio. However 
taking into account the fees and expenses of the funds he concluded that there was 'some 
degree f success in stock selectivity and timing the investment in the market'. 
One of the main studies that produced result contrary to Jenson results was that of Kon Jen 
(1979). They based there research on the same data as that of Jenson. They proved 
evidence that the mutual fund under there sample study were able to predict security prices 
well enough to outperfonn the combination of riskless asset and market portfolio given 
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there selected levels of systematic risks. Also, Main's (1977) and Shawky (1982) studies 
calculated that the average positive alpha using the annual and the monthly data (same as 
that of Jenson). Further Grinblatt and Titman (1992) Goetzamann and Ibboteson (1994) 
Hendricks, Patel and Zeckhauser (1993) and Volkman and Woher (1996) also reinforced 
the notion that there is sufficient evidence that the fund managers can produce abnormal 
profits for there funds, and also found traces of managers being repeated winners in 
selecting the under valued stocks in the market. This eveidence is thus clearly 
incompatible with the evidence of Sharpe and Jenson study. So, it can be concluded on a 
whole there is a mixed evidence to claim that the mutual funds really out perform the 
market index. 
Sharpe, William F. (1966) suggested a measure for the evaluation of portfolio 
performance. Drawing on results obtained in the field of portfolio analysis, economist Jack 
L. Treynor (1969) has suggested a new predictor of mutual fiind performance, one that 
differs from virtually all those used previously by incorporating the volatility of a fund's 
return in a simple yet meaningfiil manner. Jensen (1968) derived a risk-adjusted measure 
of portfolio performance (Jensen's alpha) that estimates how much a manager's 
forecasting ability contributes to fund's returns. As indicated by Statman (2000), the e 
SDAR of a fund portfolio is the excess return of the portfolio over the return of the 
benchmark index, where the portfolio is leveraged to have the benchmark index's standard 
deviation. S.Narayan Rao , et. al., evaluated performance of Indian mutual funds in a bear 
market through relative performance index, risk-return analysis, Treynor's ratio, Sharpe's 
ratio, Sharpe's measure , Jensen's measure, and Fama's measure. The study used 269 
open-ended schemes (out of total schemes of 433) for computing relative performance 
index. Then after excluding fiinds whose returns are less than risk-free returns, 58 schemes 
are finally used for further analysis. The results of performance measures suggest that 
most of mutual fund schemes in the sample of 58 were able to satisfy investor's 
expectations by giving excess returns over expected returns based on both premium for 
systematic risk and total risk. 
Roy, et. al. (2003), conducted an empirical study on conditional performance of Indian 
mutual fiinds. This paper uses a technique called conditional performance evaluation on a 
sample of eighty-nine Indian mutual fund schemes .This paper measures the perfonnance 
of various mutual funds with both unconditional and conditional fonn of CAPM, Treynor-
Mazuy model and Henriksson-Merton model. The effect of incorporating lagged 
information variables into the evaluation of mutual fund managers" perfonnance is 
examined in the Indian context. The results suggest that the use of conditioning lagged 
infonnation variables improves the performance of mutual fund schemes, causing alphas 
to shift towards right and reducing the number of negative timing coefficients. (The 
Conditional Perfonnance of Indian Mutual Funds: An Empirical Study Working Paper, 
December 2003) Mishra, et al., (2002) measured mutual fund perfonnance using lower 
partial moment. In this paper, measures of evaluating portfolio perfonnance based on 
lower partial moment are developed. Risk from the lower partial moment is measured by 
taking into account only those states in which return is below a pre-specified "target rate" 
like risk-free rate. 
Femandes (2003) evaluated index fund implementation in India. In this paper, tracking 
error of index funds in India is measured .The consistency and level of tracking errors 
obtained by some well-run index fund suggests that it is possible to attain low levels of 
tracking error under Indian conditions. At the same time, there do seem to be periods 
where certain index funds appear to depart from the discipline of indexation. 
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Pendaraki et al.(2005) studied construction of mutual fund portfolios, developed a multi-
criteria methodology and applied it to the Greek market of equity mutual funds. The 
methodology is based on the combination of discrete and continuous multi-criteria 
decision aid methods for mutual fond selection and composition. UTADIS multi-criteria 
decision aid method is employed in order to develop mutual fond's performance models. 
Goal programming model is employed to determine proportion of selected mutual fonds in 
the final portfolios. 
Zakri Y.Bello (2005) matched a sample of socially responsible stock mutual fonds 
matched to randomly selected conventional fonds of similar net assets to investigate 
differences in characteristics of assets held, degree of portfolio diversification and variable 
effects of diversification on investment performance. The sfody found that socially 
responsible fonds do not differ significantly from conventional fonds in terms of any of 
these attributes. Moreover, the effect of diversification on investment performance is not 
different between the two groups. Both groups underperformed the Domini 400 Social 
Index and S & P 500 during the sfody period. 
The facts of the existing situation enter, in a sense disproportionately into the formation of 
long term expectations; where as usual practice being to take the existing situation and 
project it into a foture modified only to the extent that have more or less definite reasons 
for expecting a change. A 'defensive' interpretation of new developments cripples the 
capacity to make good judgments about the future (Zeikel, 1975). Other way put that the 
requirement of successful investor is flexibility of thinking and willingness. In the No 
body can fore cast actual scenario of Stock Market in investing because there is nothing 
pennanent except change. The investment manager should try to cultivate a mix of healthy 
skepticism, open mindedness, and willingness to listen (M. Briggs). But their temperament 
doesn't change and they go on repeating the same patterns, in this as in ail other matters. 
They think that they have more confidence which is extraordinary in them, not repeat the 
same mistakes as earlier, because they have learned from their previous misfortune. One 
also need to get deeply into bones to sense any market, and certainly the stock market 
which moves in cycles, so that he get wonderfol bargains every few years, and have a 
chance to sell again at ridiculously high prices a few years later (Train). Therefore, 
according to Ibbotson & Sinquefield the investment market, where returns are described as 
probability distribution, the arithmetic mean is the measure that accounts for uncertainty, 
add in the appropriate manner for estimating the discount rates and the cost of the capital. 
Goldman Sachs, a leading Investment Banking Organization, forecast that BRIG Countries 
(Brazil, Russia, India and China) will grow rapidly in the coming decades and become a 
much larger force in the global economy by the year 2050. Goldman Sachs reports 
envisages that these countries will attract substantial foreign direct and portfolio 
investment that may prompt major currency alignments of the course, as a note of caution, 
the report argues that these forecast would materialize if these countries maintain macro 
economics stability and develop institutions that are conducive to growth. According to 
Buffet (2007), the key to investing is not assessing how much an industry is going to affect 
Society, or how much it will grow, but rather detennining the competitive advantage of 
any company and the durability of that advantage. The product and services that have 
wide, sustainable scope are the ones that deliver rewards to the investors. The technical 
approach to investing is essentially a reflection of the idea that prices move in trends 
which are detemiined by the changing attitudes of investors towards a variety of 
economic, monetary, political and psychological forces. The art of technical analysis-for it 
is an art- is to identify trend changes at an early stage and to maintain an investment 
posture until the weight of the evidence indicates that the trend has been reversed (Ping). 
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Drucker observed the performance of the business today is largely a result of performance, 
or lack of it, of earlier management of years past. Good management means doing a good 
job in preparing today's business for in the fiiture. The mark of the good management is 
not simply how it runs the business but how well it changes them (Levitt). Where as Ellis 
put a possible way to enhance returns is to develop a profound and a valid insight into the 
forces that drive a particular sector of the market or a particular group of companies or 
industries and systematically exploit that investment insight or concept. Dow explains the 
market consideration as it has three movements, all along at the same time. The first is the 
narrow movement from day to day. The second is the short swing, running from two 
weeks to a month or more; the third in the main movement, covering atleast four years in 
its duration. 
The value approach is inherently sound, workable, and profitable, and then devotes to that 
principle (Graham). It doesn't take a genius or even a superior talent to be successful as a 
value analyst only stick to it and don't be let astray by Wall Street's fashions, its illusions 
and its constant change after the fast dollar. What it needs are reasonable good 
intelligence, sound principals of operation, and most important firmness of character. Most 
good and intelligent money managers are probably investors deep down inside, stick to 
there point. They start with sound research that identifies attractive companies in 
promising industries on a longer-term horizon and then they trade those stocks two or 
three times a year based on month-to-month news developments and rumors of all shapes 
and sizes of markets (Kirby, 1984). 
The strong form of the efficient market hypothesis assumes all available public and private 
information is fully reflected in a securities market price. The strong firm, in terms of 
market participants also assumes of monopolistic access to information. There are two 
possible ways of testing the efficiency of the strong-form. One is to determine whether 
insiders earn better than average profits from their market transactions. Another is to 
evaluate the performance of mutual fund. In studying the performance of mutual funds the 
major goals are to determine 
(a) Whether in general fund mangers seem to have access to special infonnation which 
allows them to generate "abnormal" expected returns, and 
(b) Whether some funds are better at uncovering such special information than others. 
Jansen (1968) evaluated the performance of mutual funds confining his attention only to 
the issue of evaluating a portfolio manager's predictive ability- that is his ability to earn 
returns through successful prediction of security prices which were higher than those 
which we could expect given the level of riskiness of his portfolio. This dimension of 
perfonnance evaluation has implication for the theory of random walk in so far as it 
comments on the utility of private or special information also measured the absolute 
performance of portfolios rather than ranking portfolios. The model for this purpose was 
derived from the basic asset pricing model, which implied that the expected return on any 
asset is equal to the risk free rate plus a risk premium given by the product of the 
systematic risk of the asset and the risk premium on the market portfolio. The risk 
premium on the market portfolio is the difference between the expected returns on the 
market portfolio and risk free rate. Assuming that the asset pricing model was empirically 
valid, the realized returns on any security or portfolio could be expressed as a linear 
function of its systematic risk, the realized returns on the market portfolio, the risk free 
rate and a random error, which had an expected value of zero. If the manager were the 
superior forecaster (because of special knowledge not available to others) he would tend to 
systematically select securities which realize random error e>0. Hence his portfolio would 
earn more than the "normal" risk premium for its level of risk. Therefore, an evaluation 
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model was developed that incorporated and reflected the ability of the manager to forecast 
the market's behaviour as well as his ability to cease individual issues. The sample 
consisted of the returns on the portfolios of 115 open ended mutual funds for which net 
asset and dividend information was available in Wiesenberger's Investment Companies 
for the ten-year period 1955-64. 
The evidence on the mutual fund performance indicated that not only these 115 mutual 
funds were on average not able to predict security prices well enough to outperform a buy-
and- hold policy but also that there was a very little evidence that any individual fund wa 
able to do significantly better than what could be expected from mere random chance. 
Moreover, these conclusions remained valid when they measured the funds returns gross 
of management expense (that is assuming their bookkeeping, research, and other expenses 
except brokerage commissions were obtained free). Thus on average the funds apparently 
were not quite successfiil enough in their trading activities to recoup even their brokerage 
expenses. The results upheld the strong level efficiency of the market. 
Jaffe (1974), a researcher interested in the amount of the special information insider's 
possess, as well as in the profit earn from such knowledge. The average investor seeks out 
useful information in the "official Summary of Insider Trading (Washington)", the 
monthly report listing the transactions of corporate officials. Another objective of this 
paper was to test the information content of the official summary. A random sample of 
trading months was drawn covering 200 large firms in the period 1962-68. This was 
referred to as "initial sample". The sample covered trades in approximately 100 firm's 
month. Some adjustments were made in the initial sample because of certain problems 
concerning measurement of insider trading. All transactions fi'om the initial sample whose 
value was greater than $20,000 were assembled into a sub sample. This sub sample of 
intensive trading contained 370 trades. Since brokerage commission was approximately 1 
percent per transaction, insiders might not trade on special information that would lead 
only to stock price movement of the order of the transaction costs. In addition under 
section 16(b) of the U.S. Securities and Exchange Act of 1933-34, an insider was 
prosecuted and required to return all profits from purchase and subsequent sale (or a sale 
and a subsequent purchase) occurring within 6months of each other. This law discouraged 
them for trading. Many insiders presumably transacted for reasons other than to profit 
from special infonnation. Moreover insiders might purposely trade without infomiation to 
camoufiage trading based on special infonnation. Insider gains might also be marked by 
"gamesmanship". Some of these phenomena may act to camouflage the gains from trading 
on inside information. To minimize these effects, the study made use of additional samples 
limited to large traders to months where there was an especially great preponderance of 
traders in a single direction. In order to estimate the profitability of the insider trades, the 
study examined the perfomiance of the security subsequent to specific types of insider 
trades in that security, which was called as trading events. 
The model developed by Sharpe and Linter (1965) was used here. This model postulated a 
linear relationship between the expected return on a security and the co-variance of the 
security's return with the return on a portfolio composed of all securities. In the market 
(commonly called the "market portfolio"). Since it was assumed that insiders possessed 
more special information concerning their own security than concerning the market as a 
whole, the study examined the residuals of securifies subsequent to their insider trading 
events. To estimate the profits of insiders, individual residuals and cumulative residuals 
were calculated. In order to calculate the net profit that insiders cam, transaction costs 
were subtracted. The study assumed a transaction cost of 2%. It was concluded that 
insiders did possess special infonnation. However, after adjustment for transaction cost, 
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only the intensive trading sample with 8-months holding periods were earning statistically 
larger returns (a 5% cumulative abnormal return). Results suggested that investors could 
profit by prompt use of official summary's information on intensive trading companies. 
Official summary contained information on the future stock prices, a finding inconsistent 
with much of the research on efficient capital market. The data suggested that the best of 
the trading rules based on the information in the official summary involve an examination 
of intensive trading companies, as only those samples possessed residuals greater than the 
cost of the transaction. The author suggested that the future research might further 
examine whether the strategies based on intensive trading companies, as well as entirely 
new strategies, can consistently outperform a naive buy-and-hold strategy. 
Finnerty (1976) in his study conclude that, how well insiders do relative to the market in 
general. Whereas the selection of samples was based on "intensive" insider trading 
criteria, i.e. the samples biased in favour of those insiders whose performance would more 
than likely be superior to the average insider. This bias invalidated the finding for a test of 
the strong form. By testing the entire population of insiders, this study evaluated the 
performance of the 'average' insider. The period for this study was fi-om January 1969-
1972. The data were from S.E.C.'s official summary of the stock Transactions for NYSE 
firms. For the total period there were over 30,000 recorded individual transactions; 9602 
buy transactions and 21,487 sell transactions. Insider's 'buy portfolio' and insider's 'sell 
portfolio' were fonned for each month of the time period. Thirty-six such buy/sell 
portfolios were formed, starting from January 1969 and ending with December 1971. 
Portfolio returns for each of the thirty six buy/sell portfolios were computed for the 
portfolio formation month and for each of the eleven subsequent months. Simple 
regression methodology was used assuming the linearity of the relationship between the 
risk-adjusted rates of return for the insider portfolio and the risk adjusted rates of market 
return. The results for both the buy and sell portions showed the fact the insiders, probably 
because of their access to privileged information, can outperform the market in their stock 
selections (a 4.8% cumulative abnormal return over an 8 month period). From the monthly 
differential returns for the buy portfolio, most of the above average returns were realized 
in the first six months. The first month had the greatest amount of above average return. 
This might indicate either that the information on which the insiders act soon became 
public knowledge and was discounted by the market quite quickly or that the knowledge 
that the insiders had been accumulating certain stocks, prompted the public to acquire the 
same stocks and thereby bid up the prices. The montJily differentials for the sell portfolios 
presented the large picture, with most of the below average perfonnance taking place 
unifonnly throughout the subsequent months. It would appear that initially as the insider 
were selling, either the infonnation, that they were selling, was not immediately released; 
or the market did not immediately discount the fact that insiders were selling. 
In comparing the results of the Jaffe's work, the existence of the above average insider 
returns were agreed upon. One difficulty in comparison was due to lumping of the both 
buy and the sell transactions into one statistic. In addition, Jaffe's results indicated the 
short run nature of insider's above average performance. By limiting his study to the two 
hundred target companies on the CRSP tape, he omitted from the consideration smaller 
companies whose insiders may have had a better appreciation of the value of the insider 
infonnation. To sum up the findings of this study, it corroborated those of Jaffe: Insiders 
were able to outperfonn the market. Insiders could and did identify profitable as well as 
unprofitable situation within their corporations. This finding tended to refute the strong 
form of EMH. 
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A model of speculative market in which the redistribution of wealth among traders with 
different information and the ability was developed by Stephen Figlewski in 1978. He 
defined a speculative market as a market for a good demanded not (entirely) for its own 
sake but for a resale (or potential resale) in the future. The current price in the speculative 
market will always have at least a component which is the market estimate of the future 
price. Present price would reflect the best information about the future in the sense that the 
present price, plus normal profits would be the best estimate future price. He defends the 
market efficiency as a function of the market participants with given set of the 
information. Efficiency, thus, depended upon the ability of the market participants i.e. 
ability to process the information. Throughout this paper 'efficiency' was taken to mean 
strong form efficiency. According to him return of informed trader was equal to return of 
uninformed trader. Because more return of informed trader would be accompanied by the 
cost of the information which will offset the higher return. 
In spite of ability to process information, availability of money is also very important. In 
short run, efficiency is difficult to achieve since weightages are not given through 
information but through the availability of the money. In the short run the market tends 
towards increased efficiency, but in neither the short run nor the long run is full efficiency 
likely. The average deviation from the efficiency was shown to depend on the trader's 
characteristics such as the quality and the diversity of their informafion and their risk 
aversion. 
Givoly and Palmon (1985) examined the extent to which the abnormal return gained by 
insiders was realize by price changes arising from the disclosure of the trade itself or from 
the subsequent disclosure of the specific news about the company to which the insiders 
might be the privy. A sample of 68 companies were randomly selected from the 
population of the companies whose fiscal year ended December 31 and which were listed 
on the American Stock Exchange (AMEX) throughout the 3-year period from 1973-75. 
The AMEX sample represented relatively small companies that were thought to offer 
higher profit potential to insiders and therefore was likely to reflect trading on inside 
information. The performance measure employed was the abnormal return, where the 
normal rate of return was estimated from the familiar market model using daily rates of 
return. The market rate of return was computed as the equally weighted index of all the 
securities listed on the American and New York Stock Exchanges. Examination of data for 
individual industries suggested that the phenomena of abnormal gains to insiders were 
widespread although the level of the abnonnal return varied among industries. The finding 
of the excess return subsequent to the insider trading was in accord with the results of the 
previous studies (based on different samples), like Jaffe (1974) and Finnerty (1976). This 
study estimated the abnonnal return of 8.0% over an 8-month holding period (compared 
with 5% in case of Jaffe and 4.8% in case of Finnerty). The greater abnormal returns 
found in this study might be due in part of the fact that the sample consisted of relatively 
small AMEX- listed companies while Jaffe and Finnerty's samples consisted of large 
companies in the NYSE. Moreover, the result also showed that a significant abnonnal 
return was produced in the wake of the traders themselves, ranking support to the 
conjecture that (outside) investors accept the superior knowledge and follow the footsteps 
of insiders. 
Studies undertaken by various scholars and researchers reveals that mutual funds is a trust 
that pools the savings which are further invested into capital market instruments such as 
shares, debentures and other securities since most of the capital market instruments, not 
all, have an element of risk so it is very difficult to evaluate the perfonnance of various 
schemes. Various research papers have been written while considering the perfonnance 
evaluation criteria into mind which have been discussed in coming paragraphs. 
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According to Roy & Deb, 2004 when the beta of the funQ "^-BQnSjtiojjed-'to lagged 
economic information variables (interest rates, dividend yields, term structure yield spread 
and a dummy for April effect), the flind performance does not change appreciably. 
However, when fond Alpha is also controlled for these information variables the fond 
performance on an average becomes significantly negative. Thus showing that on an 
average the Indian mutual fond managers only capture the opportunities from the available 
economic information, they don't contribute anything beyond it. They have also examined 
the evidence of persistence in the performance of the Indian mutual fonds. Their approach 
to measure performance persistence is based on cross-sectional regressions of foture 
excess returns on a measure of past fond performance. Both unconditional and conditional 
measures of performance were used as measure of past fond performance. According to 
the findings of the study it was being evidenced that conditional measures of past fond 
performance predict the foture fonds return significantly. Also, it is found that between the 
two different conditional measures of past performance, time-varying condifional alpha is 
found to be a better measure in indicating persistence in performance of Indian mutual 
fonds and examined the effect of incorporating lagged informafion variables (T-Bill yield, 
dividend yields, term structure yield spread and a dummy for the April-effect) into the 
evaluation of mufoal fond manager's performance using condifional performance 
evaluation technique designed by the Person and Schadt (96). 
One of the most important developments in the field of the finance during the last forty 
years is the mutual fond perfomiance evaluation technique. The tradifional techniques use 
the unconditional moments of the refoms. Such techniques cannot capture the time-
varying element of the expected return. The findings of the research suggests that the use 
of the conditioning lagged information variables improves the performance of the mutual 
fond schemes, causing the alphas to shift towards the right and reducing the number of 
negative timing coefficients. Passive investment management has become an important 
component of the investment management industry. The responsibility of the index fond 
managers is to deliver risk and return same as the underlying index. Many factors impact 
investment performance. Some of these factors lie outside the sphere of influence of the 
fund manager. For a comprehensive assessment of the fond performance and follow up, it 
has become necessary to identify the causes and the attribute components of the fond 
performance to these causes. Attribution analysis play an important role in identifying 
factors controllable by the fond manager and in computing the part of the fund 
performance arising out of the managing these factors. While significant attention has 
been paid to performance attribution in equity and income fonds, research relating to the 
same index fond domain is scarce. The significant contribution to index fond tracking 
error may arise from factors that are not under index fund manager's control and also 
tracking error is not neural to some of the factors (Sethu & Baid) 
Mishra & Rahman have developed measures of evaluating portfolio-performance based on 
LPM (Lowcr-Partial-Moment). According to them, the three traditional measures by 
Trynor, Sharpe, and Jensen are based on the Mean- Variance (M-V) rule are valid only 
when the distribution of the asset returns are characterized by spherical symmetry to which 
the class normal and similar distributions belong. From the LPM perspective, risk has been 
measured by taking into account those states in which return is below a pre-specified 
"target Rate", like risk free rate, and capturing the extent to which it is below. They have 
also provided a new way to evaluate the perfomiance of a portfolio, which is similar to the 
M2 [Modigliani- Modigliani] approach, but differs from it in an important way. Despite of 
lot of research being done on the Mutual Funds, there has not been any fixed criterion for 
evaluating the performance of the Mutual Funds, there is still a lot of research that needs 
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to be done keeping in view changing investment pattern of the investors, increasing 
market risk and various other factors linked with the mutual fund industry. 
On an average the Indian mutual fund managers only capture the opportunities from the 
available economic information. They do not contribute anything beyond it. Conditional 
measures of past fund performance predict the future funds significantly. Between the two 
different conditional measures of past performance, time varying, conditional alpha is 
found to be better measure than Beta analysis, indicating persistence in performance. 
Managerial Strategies and mutual fund performance; evidence from emerging 
markets: 
Reasonable number of studies has confirmed that the managerial strategies for the mutual 
fund performance when implemented to unable the fund managers to earn abnormal 
profits for their funds. But an important question that arises in here is that; Is this evidence 
valid in the context of the emerging mutual funds market and fund managers? It should be 
noted that there are certain actors, such as the volatility of the market ; extent of 
regulations and the size and extent of the government's involvement, that distinguish the 
mutual fund in the emerging markets from their counterparts in established financial 
markets (Ramasamy and Yeung, 2003). This section would aim at providing brief 
evidence to spread some light on the managerial strategies and fund performance in the 
emerging markets of the world. 
With a very few exceptions, mainly in Asia, mutual funds grew exclusively in most 
countries around the world during 1990's. One of the major determinants for this overall 
progress was identified as the tremendous development of the capital markets and the way 
they were oriented (Klapper et al, 2003). There is a bulk of literature focused on the 
developed financial markets of the world as that of US, but there is hardly any 
research/work that has been done on the emerging markets of the world. This could be due 
to the difficulties faced by the academics in evaluating the portfolios in these markets ( 
Hwang and Satchell,1998). However the growing size of the funds and there future 
prospects calls for and in depth study into these markets. 
As evident from the developed market researches, one of the basic objectives of the fund 
managers, as a part consideration of the construction of an optimal portfolio, is to reap 
more and more benefits from effective diversification. Naranjo and Porter (2007) provides 
evidence on the benefits of diversification available to emerging market mutual funds and 
also, claim the presence of the momentum strategies that these fund implement. 
They represent that since the emerging markets are less integrated to the developed 
markets, as those of US and other countries, the diversification benefits available to the 
emerging market funds from including strategies such as, "momentum trading" is quite 
large. Thus they provide evidence that momentum strategies are profitable for not only the 
developed countries but also for the emerging mutual funds markets. There results are 
consistent with the intemafional evidence provided by the studies conducted by 
Rouwenhorst (1998,1999) and griffin, JI and Martin (2003). Supporting this evidence 
Kaminsky, Lyons and Schmukaler (2004) conducted a detailed study on strategies of the 
fund managers in the emerging markets. There results showed that the emerging markets 
consistent with the developed countries d indeed engage in momentum strategies. They 
concluded that contemporaneous momentum trading i.e. buying current winners and 
selling current users is stronger during crisis and lagged momentum trading on the other 
hand stronger during non crisis period. They also found evidence the=at the funds also 
engaged in "Contagion trading" i.e. these funds systematically sold a assets from one 
country when asset prices fall in another. 
Sehgal and Jhanwar (2007) examined the short temi persistence in mutual funds 
perfonnance in the Indian context. They provided evidence that the economic feasibility of 
zero investment strategies that involve buying past winners and selling past loses 
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(momentum strategies) is however in doubt. This is owing to the fact that these strategies 
generate low gross returns because buying the winners portfoHos involve higher 
investment costs than buying the loser portfolios. Thus, the major portion of extra normal 
profits is lost. The market represents the collective opinion of all participants in the current 
state of the economy. Those investors who can read these signals correctly will be able to 
capture larger trends and make better returns. Besides the contrarian indicators focus on 
fundamentals like current ratio, debt ratio, and P/E ratio which would be available to the 
investors to select right choice of hands. 
Comparative view of Public sector and Private sector Institutions 
Rajnish, Jain Sangeeta and Upinder Dhar 2002-03opinioned that core business process for 
maintaining and enhancing competitive edge in the modem business warfare a deeper 
understanding of the behavioural dimension of relationships and careful evaluation can 
help organizations to make their relationship building efforts more effective. Service 
providers need to be customer oriented and trained in displaying a genuine care and 
concern for customer welfare. A relationship based upon mutual trust and faith last longer. 
Mittal Anurag 2006 and 2008 proposed that marketing is no longer about developing, 
selling and delivering products. It is increasingly concerned with development and 
maintenance of mutually satisfying relationship with customers. The relationship 
marketing is based upon the premise that it makes economic sense to satisfy and retain 
customers as the strength and duration of relationship is directly proportional to resultant 
profitability. Shaineesh and Mohan (2001), conducted a survey among mangers belonging 
to financial services to understand the relafionship management practices and programmes 
adopted by them. It addresses the issue such as quality and customer centric processes; 
employee empowerment; technology selection; customer knowledge strategies and 
individualization of market programmes. 
Rich and Michael K (2000), highlighted the need for more rigorous databases and greater 
utilization of current computerized tracking systems. Considering the role of trust and 
culture in the relationship would indicate the need to pursue future research into the deeper 
understanding of the customer. Various communication approaches could enhance the 
reception of messages crafted for them. The disciplined needs to move beyond the 
numbers to a more abstract analysis of the customer as an individual with specific feelings 
towards various marketing approaches. Sheedy, Elizabeth, 1997, concluded that the 
relationship concept has been adopted and extended to other customer groups including 
retail customers. The objecfive is to increase the long temi profits by maintaining and 
enhancing the client relationships. They concluded that further work is needed to 
overcome the significant implements to successful implementation of relationship in 
public sector institutions. Mark Colgate, Nicolas Alexander, 1998 suggested that 
competition is deriving the public sector institutions to look at fornis of defensive 
marketing rather than offensive marketing strategies. Maintaining and enhancing 
relationships with personal customers is one way public sector institutions have sought to 
use defensive marketing and increased customer retention. However at the same time the 
public sector institutions are looking to create more effective and efficient relationships 
with their customers, competitors from outside the industry and are seeking to establish 
their own financial service relationship with these customers. It was highlighted that the 
customers do have, and value relationships with their organizations. 
On the basis of the literature review, the most important aspect which the investors should 
look for getting desired growth results they are required to stick to the asset allocation, 
division of portfolio diversification, fundamental analysis, entry and exit strategy and 
profit boiTOwing for equity investing 
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CHAPTER 3 
RESEARCH METHODOLOGY 
Based on the literature review it is clear that very few studies have been conducted in 
regard to investors perception and investment behavior for selecting mutual fund schemes 
and also to bring out the factors on mutual fund performance for risk return expectations 
which highlight the research gap and to bridge the same the present study has been 
conducted keeping in view the following aspects. 
1) The schemes of private and public sector mutual funds have not been studied in 
detail in India. 
2) The performance of public sector institutions and private sector in regards to 
security aspect and risk-reward expectations of the individual small investors. 
3) The perception of investors in regards to trust, bonding, culture, reciprocity, 
communication and relationship marketing aspects of private sector and public 
sector organizations. 
4) To suggest measures to be implemented by mutual fiind institutions to provide 
relationship oriented marketing services to the individual small investors in the 
mutual fund industry. 
Keeping in view the research gap on the above parameters of mutual fiind investments in 
public and private sector schemes following objectives have been framed: 
OBJECTIVES 
1. To examine the different schemes, launched by the public sector and private sector 
mutual funds in India. 
2. To evaluate the performance of mutual funds of public-sector sponsored and 
private-sector sponsored mutual funds. 
3. To compare the performance of public-sector sponsored and private-sector 
sponsored mutual funds and to suggest measures to be implemented by the mutual 
fund companies. 
4. To study the investor behavior in mutual fund schemes. 
5. To suggest measures to be implemented by the private and public sector mutual 
fund institutions in India. 
HYPOTHESES OF THE STUDY 
The study seeks to clarify several prepositions that revolve around the central theme of the 
study, that is different schemes launched by Public sector and Private sector Mutual Fund 
organizations and comparing their performance ascertaining that whether Private sector is 
scoring over the Public sector. Moreover the hypothesis cover to ascertain the perception 
of the investors in regard to their preference for mutual Fund investment as compared to 
oilier avenues of investment available as also to know whether high returns is the most 
important basis for the selection of an investment as compared to other options. Moreo\er, 
the hypotheses cover all the dimensions relating to the perception of the investors in 
regard to the customer sei"viced aspect between the Private and Public sector Funds. The 
following a set of hypotheses are formulated and would be cross-examined and tested. 
HI: There is no significant difference with respect to security aspects of Public sector and 
Private sector mutual funds. 
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H2: There is no significant difference with respect to overall performance of Private sector 
and Public sector mutual funds. 
H3: There is no significant difference with regard to mutual funds being the preferred 
investment option as compared to shares, real estate, gold, fixed deposits, etc. 
H4: There is no significant difference in selection of Private sector and Public sector 
Mutual fund companies with respect to high return or low return. 
H5: There is no significant difference with regard to relationship orientation such as trust, 
bonding, communication, empathy, customer safisfaction of Public sector and Private 
sector Mutual Funds. 
RESEARCH METHODOLOGY 
A descripfive research design was adopted for this study. Judgmental sample survey 
method was used. The sample consisted of investors in the public sector and private 
mutual fund schemes. The investors were shortlisted from the customers list from public 
sector and private sector mutual funds. From the public sector customer list was taken 
from SBI and UTI and for private sector the customer list has been taken from HDFC, 
Kotak, ICICI and Reliance Growth, on the basis of the ratings - AAA, AA, A -- provided 
by the rating agencies. 
Judgmental sample 
The researcher uses judgmental sampling to select respondents from populafion members 
who are good prospects for accurate information. Judgmental sample has been used for the 
study as it is somewhat different from convenience sampling on the basis of the concept 
because it requires a judgment or an 'educated guess' as to who should represent the 
population. Since it is a focus group study therefore judgment sampling has been used 
rather than probability sampling. The focus group represented in the study are the 
investors who had invested in the public sector and private sector mutual funds. The 
investors were shortlisted from the customers list from public sector and private sector 
mutual funds. 
A qualitative piece of research rather than quantifying the data and doing calculations, 
tries to understand and estimate the peoples ideas and their behavioral patterns. One of the 
important tools of qualitative research is the questionnaire survey. McQuarrie (2005) 
defines a questionnaire as any fixed set of questions intended to be completed by 
respondents. 
Conducting a Qualitative Research 
Qualitative research, in simple terms can be defined as "any kind of research that produces 
findings not arrived at by means of statisfical procedures or other means of 
quantification", Strauss and Corbin 1990.Thus a qualitative piece of research rather than 
quantifying the data and doing calculations, it tries to understand and estimate the people's 
ideas and their behavioral patterns. One of the important tools of qualitative research 
employed in this study is the questionnaire survey. Mcquarrie (2005) defines a 
questionnaire as "any fixed questions intended to be completed by some group of 
respondents". They are viewed as a very practical way of reaching a number of 
respondents large enough to allow an effective analysis of the results. Thus the basic idea 
behind getting the questionnaires filled up is to get an opportunity to analyze the 
respondents reply separately. This questionnaire survey is aimed at studying the 
perception of the investors or investing their funds in the schemes of public sector and 
private sector mutual funds and also to know what the areas in which are the private sector 
59 
fiinds over score the performance of public sector funds. Keeping these objectives in mind, 
28 schemes of private sector and pubHc sector have been analyzed and the mutual fiind 
managers were approached to give a representative data. 
Questionnaire Design: 
The questionnaire was designed by selecting the factors to be analyzed and based on these 
factors suitable questions were framed. A pilot study was conducted for that purpose and 
18 respondents were identified for this purpose. These respondents were from cross 
section of expected respondents like CA, CS and others. Besides these 3 academicians 
were also asked to fill the questionnaire. The feedback received on the questions was 
incorporated at the stage of fmalization of the instrument. 
Questionnaire allowed to provide information about the decision making process of the 
investors in mutual funds. The questionnaire has been designed and structured in such a 
manner that it could be answered in a short span of time. Questionnaires can be both open 
ended and close ended, Denzin et al, (2000). In this study the questionnaire contained 
largely fix quesfions and analyzed on WAS and MEANS scale, in order to know the 
respondents feelings and atfitude towards different factors. Close ended quesfions provide 
the researcher a uniformed set of answers and enabled me to provide an effecfive 
statisfical analysis of the data. 
However this requires the quesfionnaires to be constructed correctly. In order to make sure 
that the questions were valid and an effective tool to get the desired information, four fund 
mangers were interviewed and their inputs were used before designing the questionnaire. 
The structure was divided into three parts: 
1. To know their personal preferences for investment 
2. To know what according to them are significant factors for deciding about the 
investment and their personal attributes, qualifications, profession and age. 
3. And seeking their views regarding the performance and security aspects of the 
various schemes of public and private sector mutual funds. 
Sample Size 
The sample size was 262 investors: out of which 37 were in the age group of 20-30 
28 in the age group of 30-40 
62 in the age group of 40-50 
135 in the age group of 50-60 
Sample Element 
It comprises of individual/investors and different types of investors selected from the list 
provided by mutual funds. 
Sample Unit: 
Private sector and public sector organization for mutual funds. This research was carried 
out in Delhi region. 
- to ' 
Profession wise breakup: 
22 Chartered Accountants 
20 ICWA's 
45 Company Secretary's 
175 other professionals 
Income bracliet: 
52 investors-10,000-20,000 
78 investors - 20,000 - 50,000 
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120 investors - 50,000 - 1,00,000 
12 investors - 1,00,000 - 5,00,000 
Period of study: 
The growth schemes which had been floated by the selected funds during the period 
January 1993 to July 2005, have been considered for the purpose of the study. Daily Net 
Asset Value (NAV) as declared by the relevant mutual funds from the inception date of a 
particular scheme to July 2005 have been used for the study. 
Scheme selection: 
For the purpose of the study all AAA, AA and A rated schemes have been considered due 
to paucity of data for schemes which are not rated. Also in the equity only rated growth 
schemes and under debt only medium and long term rated debt schemes have been 
considered due to limited information and inappropriate data, paucity of time. 
Data: 
The study examines open ended 28 equity/growth schemes launched by selected private 
and public sector mutual funds. (See Table 4.1) For selection of the mutual fund schemes 
the factors like past record of the organization, growth prospects, credit ratings along with 
return and dividends have been taken. For analyzing the perception of the investors a 
questionnaire was prepared with 28 questions along with a detailed demographic profile 
and income, profession of the investors. 
Data Analysis 
Data was analysed using SPSS. Engstrom (2004) claims that not only the factors such as 
fund size, fees, trading activity and past returns determine the funds performance but also 
there are some unexplored areas such as investments strategy play an important role. 
However not much research has been made on such factors on the emerging markets. Bulk 
of literature shows that are a number of factors that determine and impact the performance 
and growth of the mutual funds. One basic issue that has received a lot of attention from 
the academics is that - is the past performance of the mutual fund a good indicator to 
evaluate and measure the present performance? Some studies show that there are traces of 
evidence to show that there is no positive relationship between the past and the current 
perfonnance. (Balke et. al, 1993; Bogle, 1992; Brown and Goetzman, 1995) several 
studies such as that of Blake et al (1993), Carhart (1997), Elton et. al (1996) show that 
there is an inverse relationship between the transaction cost and perfonnance of the funds. 
(Also known as expense ratio) 
SPSS Output has been used. Valid percent numbers have been used for analysis of 
variance. 
ANOVA (Analysis of variance) for null hypothesis is that no single pair of means is 
significantly different. It uses the F-test statistic and the significance level that appears on 
the output in this F-test is the probability of support for the null hypothesis. ANOVA 
allows to test multiple grouping variables at the same time. The overtying of various 
independent factors pennits to investigate 'interaction effects'. Cross-tabulation table has 
been used for comparing data using row-and-column 'rXc" (r-by-c) as it comprises rows 
and columns. The interaction of row and column is cross-tabulation cell. 
Reliability analysis - Scale (ALPHA) 
Reliability coefficients No. of cases-262 No. of items - 30 
ALPHA = 0.994 
As ALPHA was found to be more than 0.7, the scale constructed was found to be reliable. 
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Reliability statistics has been done on the basis of Cronbanch's Alpha for 30 items 
including the age, income, profession of the investors and their perception and choice for 
the selection of mutual fond products keeping in view the volatility risk, portfolio 
selection, size of the fund, past track record, return and risk and future prospects, fond 
size, large corpus. Alpha component has been find to be .989 and alpha based on 
standardization is .994 so there is strong relationship between the factors and not having 
variation or volatility. 
Hypotheses has been tested by Z TEST: 
ZTEST 
7-xl - X? 
SX1-X2 
XI = Mean Fund in sample 1 
X2 = Mean Fund in sample 2 
SXl - SX2 = Standard error between two means 
Descriptive statistics technique has been used for the correlation between NAV and 
Return. Pearson Correlation has been the basis for this relationship analysis. 
Cross tabs and cross processing summary has been used to find out the public sector and 
private sector mutual fond performance. 
Factor analysis and comparison of communalities have been found to have the common 
factors for choosing the mutual fund schemes in the private and public sector mutual 
fonds. 
The NAV is daily calculated by the private sector and public sector mutual fonds mutual 
fond by using the understated formula 
NAV = Value of Securities - Liabilities 
No. of Units Outstanding 
Component Matrix 
Extraction method principal component analysis 
Total Variance explained 
Communalities 
Factor analysis 
Cross tabs- Cross processing summary 
CoiTclation 
Closed ended and open ended schemes. 
Descriptive statistics. 
Summary items statistics- 30 items. 
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Research Instrument: 
The research works reviewed here have been sourced from various journals, internet sites, 
doctoral thesis, available in reputed libraries in India (Library of ICHSR, Delhi; Ratan 
Tata Library, Delhi School of Economics). The review provided in previous research 
works pertaining to investment pattern of household sectors. For the purpose of studying 
the performance evaluation of the mutual fund in India, data was collected from websites 
of AMFI and various others finance related sites along with sites of some mutual fund 
companies. 
For studying perceptions of investors, a primary survey was undertaken. Usable 
questionnaire of respondents were considered for this study. To analyse the statistical 
techniques like weighted average and mean were applied. Moreover for perception of the 
investors in the public sector and private sector institutions in the questionnaire specific 
response has been obtained on the variables trust, bonding, communication, empathy, 
reciprocity, culture and customer satisfaction. For this purpose we have used cross 
tabulation where the factors i.e. private sector mutual funds perform better (PBPSMF) and 
public sector mutual funds are secured than private mutual funds (PSMFSTPSMF) are 
plotted on the x axis and its variability with respect to various perceptual factors are 
plotted on the y axis. 
For measuring the performance of mutual funds, the most preferred mutual fund by 
investors in the primary survey was considered. Parameters like coefficient of 
determinafion (R^), systematic risk i.e. beta (P), intercepts (a), standard deviation (o) , 
average return for the schemes were calculated and widely accepted time tested model 
given by Sharpe, Treynor, and Jenson were applied for the purpose. 
Following tools were used for the analysis purpose: 
1 Standard Deviation (S) 
2 Co-Efficient Of Determinafion (R )^ 
3 BETA (p) 
4 Risk - Adjusted Return 
a. Return per unit of risk 
b. Differential return (a) 
c. Return per unit of risk 
5 Shaipe Ratio 
Sp=(Rp-Rf)/ap 
Where, Sp= Sharpe's ratio for fimd p, 
Rp= Average return on fund p, 
op = standard deviation of return on fund p, and 
Rf = return on risk free asset 
6 Treynor Ratio 
Tp - (Rp-Rf)/Pp 
Where: Tp= Treynor's ratio for fund p 
Bp= Sensitivity of fund return to market return 
Rp= Average return on fund p 
7 Differential Return 
8 Jensen Ratio 
Rpt-Rf=a+p(Rm-Rf)+ei 
Where Alpha (a) = the intercept 
(P)=Systematic risk 
Rm=Market return 
63 
Rpt=Fund return for time period t 
Rf = Return on risk-free asset 
9 Returns 
The comparative analysis of all the schemes has been done by using following method: 
Step 1: Find the range of the parameter, for which categorization has to be done, which 
can be calculated as below: 
Range = maximum value - minimum value 
Step 2: Divide the range by number of intervals to be made. Since in the above case since 
3 categories has to be formed therefore, it has been divided by 3. 
Step 3: Form the class intervals for various categories 
The research has been conducted so as to cover the following parameters: 
For the purpose of analyzing the various schemes following parameters have been used: 
• PortfoHo 
• Expenses 
• Risk and Volatility 
• Risk Adjusted Return 
• Returns 
For measuring the risk in context of volatility of the fund following measures have been 
used: 
• Funds Volatility (Standard Deviation) i.e. Variation from the average 
• Funds Resemblance (Coefficient of Determination, R )^ i.e. the extent to which the 
movement in the fund can be explained by corresponding benchmark index. 
• Funds volatility as regards the market index (Beta, P) i.e. is the extent of co-
movement of fund with that of benchmark index. 
For the purpose of our analysis last three years returns i.e. From April 1, 2002 to May 31 
2005 have been taken into consideration so as to have true picture of the average return 
that a particular scheme fetched. For comparing the returns earned by the schemes, BSE 
30 has been taken as the benchmark index. Returns for both benchmark market index i.e. 
BSE 30 and the schemes have been calculated from the daily index value and net asset 
value (NAV) respectively. Then the average of the series so developed has been taken. By 
comparing last three years average returns with the benchmark it has been ascertained as 
to how much returns were given by a particular scheme in comparison to the return given 
by the market on the scheme under that same category. 
The growth oriented schemes which have been floated by the selected funds during 
January 1993 to May 2005 have been considered for data analysis. Daily Net Asset Value 
(NAV) as declared by the relevant mutual funds from the inception date of a particular 
scheme to May 2005 has been used for the puipose. 
The open ended 28 equity/growth schemes launched by selected mutual funds have been 
studied. These selected schemes have been launched during January 1993 till May 2005. 
Daily Net Asset Value (NAV) data has been used and the period of the data considered is 
from the date of inception of he scheme or from the date of availability till May 31 2005. 
LIMITATIONS OF THE STUDY 
1) The study is based on 262 investors of Delhi Region. Study is not exhaustive and 
has a scope of further research. 
2) The present study will relate to urban people only. 
3) Influence of certain variables like expert's views and suggestions of brokers etc. on 
investor's behaviour and satisfaction cannot be studied in detail due to time factor. 
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4) Personal bias involved in respondent's answers becomes the major hurdle in 
obtaining the true information. 
5) Also the measurement of data is subjected to errors. 
6) Lack of time on the part of investors for filling up the questionnaire and 
unavailability of sufficient data in case of secondary information are the major 
limitations. 
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CHAPTER 4 
DATA ANALYSIS 
Data have been analyzed considering Primary and Secondary sources. This chapter is 
divided into two parts. First part deals with the secondary data related with the different 
schemes of Public Sector and Private Sector Mutual Fund. 
The second part deals with the analysis of Primary data collected from the individual 
investors who have invested in different Public and Private Sector Mutual Fund Schemes 
on the basis of the questionnaire and also the SPSS analysis for primary data. 
PARTI 
Data analysis of 28 schemes of pubic sector and private sector schemes have been done as 
per Table 4.1 on the basis of Portfolio Turnover Ratio, Expense Ratio, Risk and Volatility, 
Coefficient of Determination, Beta, Sharpe Ratio, Treynor Ratio, Jensen's Ratio, and 
Return Earned by the Schemes. 
Public sector schemes 
State Bank of India Funds Management Ltd 
Unit Trust of India 
Private Sector Schemes 
Alliance Capital Asset Management (India) Private Limited. 
Birla sun life asset management company ltd 
Templeton Asset Management (India) Pvt. Ltd 
HDFC Asset Management Company Ltd. 
JM Capital Management Ltd. 
Kotak Mahindra Asset Management Company Limited 
Prudential ICICI Asset Management Company Limited 
Reliance Asset Management Company Ltd 
Table 4,1: List of mutual fund schemes studied 
Name of the scheme 
Public sector 
SBl magnum contra 
SBI magnum global 
SBI magnum multiplier 
plus 
SBI magnum tax gain 
UTI brand value 
UT! equity tax savings plan 
UTI grandmaster 
UTI growth and value fund 
UTI master growth 
Private sector 
Alliance basis industries 
fund 
Biria equity plan 
Franklin India blue chip 
Franklin India Prima 
Franklin India prima plus 
i...Type 
Equity diversified 
Equity diversified 
Equity diversified 
: Equity diversified 
: Equity diversified 
Equity tax planning 
Equity diversified 
Equity diversified 
: Equity diversified 
^ Equity diversified 
Equity tax planning 
Equity diversified 
Equity diversified 
; Equity diversified 
Date of launch 
July 1999 
Sep 1994 
Feb 1993 
Mar 1993 
Jun 1999 
Dec 1999 
Jun 1993 
Oct 1999 
Feb 1993 
Jan 2000 
Feb 1999 
Nov 1993 
Nov 1993 
Sep 1994 
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Franklin India tax shield 
i Templeton growth funds 
HDFC capital builder 
HDFC equity 
! HDFC tax saver 
i HDFC long term advantage 
1 HDFC top 200 
i JM equity 
: Kotak 30 
; Kotak MNC 
Prudential ICICI power 
Prudential ICICI tax plan 
; Reliance growth 
! Reliance vision 
Equity tax planning 
Equity diversified 
Equity diversified 
Equity diversified 
Equity tax planning 
Equity tax planning 
Equity diversified 
Equity diversified 
Equity diversified 
Equity diversified 
Equity diversified 
Equity tax planning 
Equity diversified 
Equity diversified 
April 1999 
Aug 1996 
Jan 1994 
Dec 1994 
Mar 1996 
Dec 2000 
Sep 1996 
Dec 1994 
Dec 1998 
Mar 2000 
Sep 1994 
Aug 1999 
Oct 1995 
Oct 1995 
As the period considered for different schemes is different (i.e. fi-om incepfion date of 
every scheme fill 2005), therefore separate values for benchmark index for the parameters 
like average return, Sharpe ratio, Treynor Ratio etc has been calculated separately for all 
the schemes also and has been depicted in appropriate tables. 
ANALYSIS: 
Portfolio Turnover Ratio 
This ratio measures the amount of buying and selling done by the fund manager and hence 
tells us the weighted average holding period of a given security. Table 4.2 reveals that in 
the various equity schemes held by public sector companies the maximum and minimum 
values of the were found in case of UTI Grandmaster (96.07) and SBI magnum mulfiplier 
plus (0.75) respectively and in case of private sector companies the maximum and 
minimum values of the turnover ratio were found in case of Kotak 30 (216.36) and JM 
equity (0.45) respectively. This implies that UTI grandmaster takes 380 to replace its asset 
which is a good sign for the perspective investors. Higher the turnover rafio, lower is the 
holding period for an inventory, hence better for the investors. 
This ratio measures the amount of buying and selling done by the fijnd manager and hence 
tells us the weighted average holding period of a given security. Table 4.2 reveals that in 
the various equity schemes held by public sector companies the maximum and minimum 
values of the were found in case of UTI grandmaster (96.07) and SBI magnum multiplier 
plus (0.75) respectively and in case of private sector companies the maximum and 
minimum values of the turnover ratio were found in case of Kotak 30 (216.36) and JM 
equity (0.45) respectively. This implies that UTI grandmaster takes 380 to replace its asset 
and Kotak 30 takes around 169 days to replace its total asset which is a good sign for the 
perspective investors. Higher the turnover ratio, lower is the holding period for an 
inventory, hence better for the investors. 
Table 4.2: Portfolio turnover ratio from 2002-2005 (On Average Basis) 
Name of the scheme Portfolio turnover ratio 
Public sector 
SBI magnum contra 1-09 
SBI magnum global 0.78 
SBI magnum mulfiplier plus 0.75 
SBI magnum tax gain 0.77 
UTI brand value 58.91 
UTI equity tax savings plan 75.24 
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UTI grandmaster 
UTI growth and value fund 
UTI master growth 
Private sector 
1 Alliance basic industries fund 
i Birla equity industries flind 
i FrankHn India blue chip 
Franklin India prima 
Franklin India prima plus 
Franklin India tax shield 
Templeton growth fund 
HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long term advantage 
HDFC top 200 1 
JM equity 
Kotak 30 
Kotak MNC 
Prudential ICICI power 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
96.07 
1.91 
48.33 
1.2 
2.29 
150 
184.18 
155.02 
65.66 
49.86 
37.79 
144.91 
24.83 
59.53 
80.86 
0.45 
216.36 
55.03 
134.79 
120.69 
61.75 
61.77 
— 
i 
i 
In the public sector, SBI mutual fund has performed very badly in comparisons to UTI 
mutual fund. The performance of the schemes of both the AMC's taken under public 
sector is incomparable as far as turnover ratio is concerned. Serious efforts are required by 
SBI mutual fund to improve its turnover ration with respect to all its schemes. In the 
private sector the major perfonuers are Kotak 30(216.36), Franklin India prima plus 
(155.02), HDFC equity (144.91), Prudential ICICI power (134.79) and Prudential ICICI 
tax plan (120.69), indicating an average holding period of less than 1 year in a security. In 
the private sector, worst performance has been shown by JM equity (0.45) as compared to 
other schemes in the same category. 
Hence on comparing public sector with private sector mutual funds it can be concluded 
that private sector mutual fund companies have overall performed better than public sector 
mutual fund companies in churning their total assets. 
Expense ratio 
Expense ratio is the ratio of total expenses to average net assets. From an investor point of 
view, it is very important to know about the expenses related with the buying, selling, 
transferring fees and any other costs you may incur if you invest in a specific fund. So for 
analyzing the expenses of the various mutual funds expense ratio has been taken as 
measure for evaluating the cost associated with a particular scheme. Lower expense ratio 
is desirable. Table 4.3 shows the expense for various public and private sector AMC's 
In the public sector UTI master growth (1.88) has the minimum expense ratio followed by 
the magnum multiplier plus (1.94). In the private sector the minimum and the maximum 
expense ratio has been shown by the Reliance growth (0.96) and JM Equity (2.51) 
respectively. Lower expense ratio by Reliance Vision (1.12) setting an example for other 
competing schemes m the same category by being at par with them keeping its costs low. 
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Table 4.3: Expense ratio from 2002-2005 (On Average Basis) 
! Name of the scheme 
; Public sector 
! SBI magnum contra 
SBI magnum global 
1 SBI magnum multiplier plus 
i SBI magnum tax gain 
i UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
UTI growth and value fund 
UTI master growth 
Private sector 
1 Alliance basic industries fund 
1 Birla equity plan 
^ Franklin India blue chip 
Franklin India prima 
'• Franklin India prima plus 
Name of the scheme 
Private sector 
Franklin India tax shield 
Templeton growth fund 
HDFC capital builder 
HDFC equity "^  " ; 
HDFC tax saver 
HDFC long term advantage 
HDFC top 200 
JM equity 
Kotak30 " \ 
Kotak MNC 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
Prudential ICICI power 
Expense ratio 
2.33 
2.19 
1.94 
2.06 
2.36 
2.49 
2.22 
2.34 
1.88 
2.50 
2.52 
1.88 
2.04 
2.25 
Expense ratio 
2.44 
2.25 
2.21 
2.02 
Y50 "^^ " 
2.46 
2.21 
2.50 
2^40" ' 
2.43 
2.15 
0.96 
1.12 
2.22 
- - - - " i 
, 
In the nutshell it can be said that almost both public and private companies have schemes 
having almost same expense ratio and at par with each other with an exception of reliance 
mutual fund with very less expense ratio, thereby setting an example for other AMC's. 
Risk and Volatility 
For measuring the risk and volatility of the schemes under study, standard deviation 
method used to analyze the various schemes: 
Table 4.4: Standard deviation 2002-2005 (On Average Basis) 
Name of the sector Standard deviation 
Private sector 
Franklin India tax shield 6.64 
Templeton growth fund 7.20 
HDFC capital builder 6.68 
HDFC equity 6.79 
HDFC tax saver 6.48 
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1 HDFC long term advantage 
^ HDFC top 200 
JM equity 
^ Kotaic 30 
1 Kotak MNC 
I Prudential ICICI power 
' Prudential ICICI tax plan 
i Reliance growth 
1 Reliance vision 
Alliance basic industries fund 
: Birla equity plan 
Franklin India blue chip 
• Franklin India prima 
Franklin India prima plus 
; Public sector 
: SBI magnum contra 
' SBI magnum global 
SBI magnum multiplier plus 
SBI magnum tax gain 
UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
UTI growth and value fund 
UTI master growth 
6.88 
7.27 
6.18 
6.50 
6.39 
7.19 
8.67 
7.51 
7.44 
7.61 
7.58 
6.91 
7.75 
6.03 
7.09 
7.24 
8.63 
8.66 
5.89 
5.90 
6.71 
7.07 
7.12 
1 
i 
: 
: 
; 
In the nutshell it can be said that on an average the private sector schemes has higher risk 
than the public sector schemes. This shows that private sector is more prone to higher 
deviations from risk in case of downward trend in the market and higher returns in case of 
boom in the market. 
Coefficient of determination (R )^ 
This coefficient measures the extent to which market index has been able to explain the 
variation in mutual fund. Table 4.5 reveals that in the various equity schemes held by 
public sector companies, the maximum and minimum values of (R-) were found in case of 
UTI master growth (0.90) and magnum tax gain (0.321) respectively and in case of private 
sector companies the maximum and minimum values of (R )^ were found in case of JM 
equity (0.87) and Kotak MNC (0.57) respectively. The low value of (R )^ indicates less 
diversification of the portfolio. High value of (R )^ in case of UTI master growth and JM 
equity shows high diversification of the portfolio that can easily contain the market 
variability. Thus it could be seen that the public sector AMC's comparing SBI mutual 
fund with UTI mutual fund, UTI mutual fund have reasonably exploited the diversification 
strategy for fonning their portfolio's unlike SBI mutual fund with lower value of (R-) 
indicating that portfolio of the schemes is inadequately diversified. Similarly in the private 
sector AMC's schemes like JM (0.87), Kotak 30(0.86) prudential ICICI power (0.85) 
Franklin India prima plus(0.85), Franklin India tax shield (0.85), Templeton growth fund 
(0.85) with higher value of (R-) shows high diversification indicating that these schemes 
have been able to explain the variation in the fund as against market index. However for 
other schemes like HDFC tax saver (0.60), Franklin India prima (0.59), Kotak MNC 
(0.57) and HDFC capital builder (0.68) with the lower value of (R') indicating that the 
market does not explain substantial part of variation in the return of these schemes. 
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Table 4.5: Coefficient of determination (R )^ 2002-2005 (On Average Basis) 
1 Name of the sector 
Public sector 
SBI magnum contra 
1 SBI magnum global 
1 SBI magnum multiplier plus 
; SBI magnum tax gain 
• UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
i UTI growth and value fund 
• UTI master growth 
Private sector 
! Alliance basic industries fund 
1 Birla equity plan 
1 Franklin India blue chip 
Franklin India prima 
• Franklin India prima plus 
' Franklin India tax shield 
Templeton growth fund 
HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long term advantage 
HDFC top 200 
JM equity 
Kotak 30 
KotakMNC " "" "'" ! 
Prudential ICICI power 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
W 
0.76 
0.77 
0.83 
0.72 
0.89 
0.89 
0.87 
0.88 
0.90 
0.74 
0.74 
0.89 
0.59 
0.85 
0.85 
0.85 
0.68 
0.81 
0.60 
0.80 
0.80 
0.87 
0.86 
0.57 
0.85 
0.72 
0.71 
0.74 
\ 
] 
._ i 
: 
. J 
i 
_ ...J 
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; 
[ 
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In the nutshell it could be said that out of selected mutual funds UTI mutual funds in the 
public sector and Franklin Templeton mutual fiinds in private sector have reasonable 
exploited the diversification strategy. On comparing SBI mutual funds with other private 
sector AMC's it can be said that SBI mutual funds has been reasonably able to justify the 
return on their schemes. However it can be said that SBI mutual funds has posted slightly 
above average performance from diversification point of view. Hence on comparing 
public sector with private sector mutual funds it can be concluded that public sector 
mutual funds companies has overall performed better than private sector mutual fund 
companies in justifying the substantial variation in the return of their schemes. 
Beta (p) 
Beta is essentially the sensitivity or the volatility of the stock volatility in relation to the so 
called market fort folio. Beta shows how much the share price movement coiTclated with 
the movement in the stock market. (Watson, 2005) Beta coefficient compares the 
variability of funds return to the market as a whole. By convention market will have Beta 
1.0 and mutual fund can be volatile or less volatile. The second column of Table 4.6 
presents the systematic risk of 28 schemes considered for the purpose of this study. In the 
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public sector mutual funds category it may be noted that the betas are in the range of 0.78 
to 1.10 whereas in private sector mutual funds except one scheme i.e. Prudential ICICI tax 
plan (1.03) all the other schemes have beta less than 1 (i.e. market beta) implying thereby 
that these schemes tended to hold portfolio that were less risky than the market portfolio. 
Table 4.6: Beta (P) 2002-2005 (On Average Basis) 
1 Name of the scheme 
Public sector 
; SBl magnum contra 
SBI magnum global 
SBI magnum multiplier 
SBI magnum tax gain 
• UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
: UTI growth and value fund 
UTI master growth 
Private sector 
Alliance basic industries fund 
: Birla equity plan 
^ Franklin India blue chip 
Franklin India prima 
Franklin India prima plus 
Franklin tax shield 
Tempi eton growth fund 
HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long term advantage 
HDFC top 200 
JM equity 
Kotak 30 
Kotak MNC 
Prudential ICICl power 
Prudential ICICl tax plan 
Reliance growth 
Reliance vision 
Beta (p) 
0.86 
0.89 
1.10 
1.03 
0.78 
0.78 
0.88 
0.93 
0.95 
0.92 
0.92 
0.91 
0.84 
0.78 
0.86 
0.93 
0.77 
0.86 
0.70 
0.86 
0.91 
0.81 
0.84 
oM 
0.93 
1.03 
0.89 
0.89 
~ " • ; 
- • - - i 
It was observed that the schemes namely UTI growth and value fund (0.93) and UTI 
master growth (0.95) in public sector and Templeton growth fund (0.93) and HDFC 
top200 (0.91) in private sector were found to be less riskier as compared to other schemes 
namely Magnum multiplier plus (1.1) Magnum tax gain (1.03) in the public sector and 
prudential ICICl tax plan (1.03) in private sector. Schemes like magnum multiplier plus 
(1.1) magnum tax gain (1.03) in the public sector and Prudential ICICI tax plan (1.03) in 
private sector have extremely high (i.e. beta more than 1) beta values as compared to 
market beta (i.e. beta equal to 1). 
This shows the extent of systematic risk presence in fund schemes and their emergence as 
high risk prone portfolios as compared to market. On comparing the beta value of SBI 
mutual fund with the other mutual funds both in public sector as well as private sector it 
can be clearly said that the level of risk taken by SBI mutual fund has been extremely high 
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as in case magnum multiplier plus (1.1) magnum tax gain (1.03) or at par with the average 
level of risk taken by the industry as indicated in magnum contra (0.86) and in magnum 
global (0.89). 
On concluding it could be said that both in public and private sector shows almost average 
beta which indicates less risk of scheme portfolio as compared to market portfolio. On the 
whole SBI mutual fund has emerged as the highest risk taker with maximum funds (2) 
showing beta value greater than market value. 
Risk adjusted returns 
Under this two analysis has been done on the basis of following two basis: 
•> Return per unit of risk 
<• Differential return (a) 
Further under return per unit of risk on the basis of two measures:-
Sharpe ratio 
Treynor ratio and under differential return (a), Jensen alpha has been used to analyze the 
risk adjusted returns. 
Return per unit of risk: 
Sharpe ratio 
Table 4.7 depicts value of Sharpens reward to variability ratio. It is an excess return earned 
over risk free return per unit of risk involved i.e. per unit of standard deviation. Negative 
value of the index shows poor performance. Since none of the funds shows any negative 
Sharpe value indicating that adequate return as against the level of risk involved been 
provided which is a good sign for the investors. However higher value indicates better 
performance in the market. The Sharpe index is very important from small investor point 
of view who seeks diversification through mutual fund i.e. mutual funds are supposed to 
protect small investors against vagaries of stock markets and the managers of these 
schemes has done well to protect them. 
Table 4.7: Sharpe ratio 2002-2005 (On Average ratio) 
Name of the scheme 
(Public sector) 
SBI magnum contra 
SBI magnum global 
SBI magnum multiplier plus 
SBI magnum tax gain 
UTI brand value 
UTI equity tax savings plan 
UTI grand master 
UTI growth and value fund 
UTI master growth 
Private sector 
Alliance basic industries fund 
Biria equity plan 
Franklin India Prima 
Franklin India blue chip 
Franklin India Prima Plus 
Franklin India tax shield 
Templet on growth fund 
Sharpe ratio 
0.55 
0.53 
0.35 
0.50 
0.35 
0.45 
0.41 
0.46 
0.40 
0.47 
0.49 
0.40 
0.43 
0.39 
0.42 
0.41 
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HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long term advantage 
HDFC top 200 
JM equity 
Kotak 30 
Kotak MNC 
Prudential ICICI power 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
0.51 
0.48 
0.62 
0.53 
0.56 
0.47 
0.45 
0.44 
0.44 
0.44 
0.47 
0.58 , 
In the public sector it could be seen that SBI mutual fund with schemes like magnum 
contra (0.55) magnum global (0.53) and magnum tax gain (0.50) has recorded better 
Sharpe index than any of the scheme of UTI mutual fiind. In the private sector Franklin 
India prima (0.54) HDFC capital builder (0.51) HDFC long term advantage (0.62) HDFC 
tax saver(0.56) Reliance growth(0.58) Reliance vision(0.53) have outperformed Franklin 
India blue chip (0.43) Franklin hidia tax shield(0.42) Templeton growth fund(0.41) JM 
equity (0.45) Kotak 30(0.44) Kotak MNC (0.44) and Prudential ICICI power(0.44). 
Hence it can be said that SBI mutual fund in the public sector and HDFC mutual fund and 
Reliance mutual fund in the private sector has performed better in comparison to other 
mutual funds. This implies that these funds decision for diversified portfolio in a booming 
market has proved successful in earning higher excess returns per unit risk as compared to 
other players in the market. However the worst performers on the basis of Sharpe value is 
Franklin Templeton mutual fund private sector with schemes like Franklin India blue chip 
(0.43) Franklin India tax shield (0.42) Templeton growth fund (0.41) (with only exception 
of Franklin India Prima(0.54) having better Sharpe value) and UTI mutual fund in public 
sector with all the schemes having lower Sharpe value. 
Hence it can be concluded that on the basis of Sharpe ratio SBI mutual fund in the public 
sector and Reliance mutual fund in the private sector along with HDFC mutual fund (with 
highest Sharpe value) has been able to justify risk taken with the better returns than other 
AMCs for its investors. One of the most commonly used measure of risk adjusted 
perfonnance, the Sharpe ratio introduced by Sharpe (1966) is derived from the Capital 
Asset Pricing Model. The Sharpe ratio is return measure which is standardized with 
respect to the variability of stock returns. (Hopt et al, 1988) 
Treynor ratio 
It is the excess earned over risk free return per unit of systematic risk i.e. beta. A higher 
Treynor index as compared to market indicates that investors who invested in mutual 
funds to form well diversified portfolio did receive adequate return per unit of systematic 
risk undertaken. Here higher the ratio better is the perfonnance of the fund and vice- versa. 
Analyses of Table 4.8 reveal that most of the schemes in the public sector SBI mutual fund 
schemes namely magnum contra (0.45) magnum global(0.43) and magnum tax gain(0.42) 
occupying first, second and third position respectively showed higher value of Treynor 
index whereas all the schemes of UTI mutual fund has shown bad perfonnance with UTI 
brand value (0.26) and UTI master growth(0.27) having the least value, thus it can be said 
that SBI mutual fund have once again showed better performance in the UTI mutual fund. 
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In the private sector the maximum and minimum value has been shown by HDFC tax 
saver (0.57) and Kotak MNC (0.30) respectively. The difference of 0.27 points indicates 
the difference in the excess returns per unit of systematic risk as provided by the 2 major 
competing schemes in the market. Overall reliance mutual fiind with reliance growth 
(0.49) and reliance vision (0.44) and HDFC with HDFC tax saver (0.57) and HDFC long 
term advantages and HDFC capital builder has performed extremely well thereby giving 
higher returns to their investors on per unit of risk undertaken by them. The worst 
perfonnance in the private sector is shown by Franklin Templeton with Templeton growth 
fund (0.31) Franklin India tax shield (0.32) and Franklin India blue chip(0.33) and Kotak 
mutual fund with Kotak MNC (0.30) and Kotak 30(0.30). Hence there has been average 
performance shown b private sector. Hence in nutshell both public as well as private 
sectors has shown average performance with few better performers like SBI mutual fund 
in the public sector and HDFC Mutual Fund and Reliance Mutual Fund in the private 
sector. 
Table 4.8: Treynor ratio 2002-2005 (On Average Ratio) 
Name of the scheme 
Public sector 
SBI magnum contra 
SBI magnum global 
SBI magnum multiplier plus 
SBI magnum tax gain 
UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
UTI growth and value fund 
UTI master growth 
Private sector 
Alliance basic industries fund 
Biria equity plan 
Franklin India blue chip 
Franklin India prima 
Franklin India prima plus 
Franklin India tax shield 
Templeton growth fund 
HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long term advantage 
HDFC op 200 
.IM equity 
Kotak 30 
Kotak MNC 
Prudential ICICI power 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
i Treynor ratio 
: 0.45 
1 0.43 
: 0.28 
: 0.42 
: 0.26 
; 0.34 
i 0.34 
0.35 
\ 0.27 
1 0.39 
^ 0.40 
. i 0.33 
; 0.49 
0.36 
^ 0.32 
: 0.31 
0.44 
0.38 
0.57 
0.45 
0.38 
0.34 
0.33 
0.30 
0.34 
0.39 
0.49 
0.44 
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Differential return 
Jensen's measure 
It is the regression of the excess return of the scheme with excess return of the market 
acting as dependent and independent variables respectively. The alpha (a) in the equation 
above is the Jensen's measure. Higher positive value of alpha (a) posted by the schemes 
indicates its better performance. The analysis of the table reveals that in public sector 
magnum tax gain(2.47) magnum contra (2.30) and magnum globa](2.23) with higher 
values indicates superior performance of these funds in comparison to the other funds in 
the same category offered by UTI mutual funds. In the private sector maximum values has 
been recorded b HDFC equity (2.72) HDFC tax saver (2.76) Prudential ICICI tax plan 
(2.76) Franklin India prima (2.69) Prudential ICICI power (2.17) indicating good market 
timing ability of fund managers as regards investments in different type of securities. 
Table 4.9: Jensen's ratio 2002-2005 (On Average Basis) 
Name of the scheme 
Private sector 
Franklin India tax shield 
Templeton growth fund 
HDFC capital builder 
HDFC equity 
HDFC tax saver 
HDFC long terni advantage 
HDFC top 200 
JM equity 
Kotak 30 
Kotak MNC 
Prudential ICICI power 
Prudential ICICI tax plan 
Reliance growth 
Reliance vision 
Alliance basic industries fund 
Birla equity plan 
Franklin India blue chip 
Franklin India prima 
Franklin India prima plus 
Public sector 
SBl magnum contra 
SBI magnum global 
SBI magnum multiplier plus 
SBl magnum tax gain 
UTI brand value 
UTI equity tax savings plan 
UTI grandmaster 
UTI growth and value fund 
UTI master growth 
Jensen ratio 
1.22 
1.96 
1.69 
2.72 
2.28 
1.73 
1.31 
1.35 
1.55 
1.45 
2.17 
2.76 
2.27 
1.22 
1.92 
2.04 
1.28 
2.69 
1.43 
2.30 
2.23 
1.03 
2.47 
0.63 
1.13 
1.55 
1.09 
1.08 
Thus on comparing both public and private sector the performance recorded by private 
sector schemes have performed slightly better than public sector schemes but with SBI 
mutual fund as an exception changing the perception of investors towards public sector 
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mutual fund companies by doing extremely good and at par with other priVate sector 
established mutual fund giants like Franklin Templeton and Kotak sepurfties. 
' ^ . : -
Return Earned by the schemes '• ^ . '^„'' "^ 
The Table 4.10 depicts the return earned by the schemes for last 3 years i.e. from April 1, 
2002 to March 31, 2005 has been considered for the analysis. Return for both benchmark 
market index i.e. BSE 30 and the schemes has been calculated from the daily index value 
and net asset value (NAV) respectively. Then the average of the series so developed has 
been taken. In the table magnum tax gain (58.95%) magnum global (50.74%) and UTI 
growth and value fund (49.47%)) in the public sector and Reliance growth (70.04%) 
Franklin India prima (66.43%) HDFC tax saver (63.96%) Reliance vision (62.61%) and 
Prudential ICICI tax plan (62.02%o) are higher return earners as against corresponding 
market return of 28.7% only. It could be seen here that almost all the schemes in public as 
well as private sector has out performed the market on basis of average last 3 years returns 
indicating the better performance of various schemes undertaken for the purpose of our 
research. Hence in terms of returns its can be said that private sector has provided higher 
returns as compared to public sector. 
v^  
Table 4.10: Returns Earned By the Schemes 2002-2005 (On Average Basis) 
Name of the Scheme Average Scheme 
Return(3 Years) 
Public Sector 
SBI Magnum Contra 
SBl Magnum Global 
SBI Magnum Multiplier Plus 
SBI Magnum Taxgain 
UTI brand Value 
UTI Equity Tax Savings Plan 
UTI Grandmaster 
UTI growth and Value Fund 
UTI Master Growth 
! 
40.99 
50.74 
37.95 
58.95 
30.37 
37.56 
36.83 
49.47 
37.63 
Average Market Return 
(3 Years) (BSE INDEX) 
28.7 
28.7 
28.7 
28.7 
28.7 
28.7 
28.7 
28.7 
^8 .7 
Alliance Basic Industries | 54.85 
Fund 1 
Birla Equity Plan 
Franklin India Bluechip 
Franklin India Prima 
Franklin India Prima Plus 
Franklin India Taxshield 
Templeton Growth Fund 
HDFC Capital Builder 
HDFC Equity ^ ] 
HDFC Tax Saver 
HDFC Long Term 
Advantage 
HDFC Top 200 "'' "~ 
JM Equity (Morgan Stanley) 
Kotak 30 ^7 
Kotak MNC ' " """ 
: 54.94 
["44^54' 
i'66.43" 
i'43^82"' 
; 4Z24" 
!"43^ 83'^ ' 
i 52^25^ 
: 49.93 
['63'^ 96] 
!"'6a82 
;"5F82' 
i 42.68 
28.7 
40.95 
'47^6f 
28.7 
28^7 
28.7" 
28.7 
28.7 
^8^7"' 
28.7" 
28J 
'28J 
'28.y 
"28^7' 
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Prudential ICICI Power 
Prudential ICICI Tax Plan 
Reliance Growth 
Reliance Vision 
62.02 
70.04 
62.61 
60.01 
28.7 
28.7 
28.7 
28.7 
Methodology used for categorization of mutual funds (shown in Table 4.11) 
Once it has been shown that how various schemes performed on the basis of different 
parameters of performance evaluation, it becomes necessary to make comparative analysis 
of all the schemes and reach a conclusion. For this purpose the schemes has been 
categorized into "bad" /'average", and "good" .for categorization of all the schemes as 
"bad" ,"average" or "good" on different parameters following method has been used: 
Step 1: Find the range of the parameter, for which categorization has to be done, which 
can be calculated as below: 
Range = maximum value - minimum value 
Step 2: Divide the range by number of intervals to be made. Since in the above case since 
3 categories has to be formed therefore, it has been divided by 3. 
Step 3: Form the class intervals for various categories 
Range= Maximum value-minimum value. Divide the range by 3. Form the class intervals 
for various categorizes. 
On analysis of the Table 4.11, following points can be concluded regarding the overall 
performance of all the mutual funds: 
Table 4.11: Overall performance of Mutual Funds: On the basis of average 3 years 
returns, 2002-2005 (On Average Basis) 
Bad : Bad 
Sharpe \ Treynor 
Ratio i Ratio 
Standard 
Ratio 
Beta (p) R" 
Good i Average Good Average Average Average 
\ Portfolio 1 Expense : Average 
Name of Turnover ! Ratio Returns 
the ; Ratio : (3 yrs) 
Scheme \__ \ 
SBl ^Bad 
Magnum 
Contra 
SBl Bad ; Bad Average Average : Average 
Magnum 
Global i 
SBl Bad Average Bad Bad Bad i Bad High High High 
Magnum 
Multiplier 
Plus 
Jensen 
Ratio(a) 
Good : Average Average Average 
Bad Good Average Average SBl Bad 
Magnum 
Taxgain 
IJTl Average Bad Bad Bad Bad 
Errand 
Value 
UTI Average Bad Bad Average Average 
Equity 
Tax 
Saving 
Plan 
Good High High Average 
Bad ; Low Low High 
Bad Bad Low High 
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1 UTI 
1 Grand 
i Master 
|UTI 
Growth & 
1 Value 
\ Fund 
] UTI 
: Master 
Growth 
i Reliance 
: Basic 
: Industries 
Fund 
1 Birla 
: Equity 
! Plan 
Franklin 
India 
; Bluechip 
Franklin 
India 
Prima 
Franklin 
India 
Prima 
Plus 
: Average 
j Bad 
Average 
Bad 
Bad 
: Average 
Good 
Good 
i Bad 
|Bad 
Average 
; Bad 
1 Bad 
; Average 
i Bad 
Bad 
Bad 
Average 
Bad 
Average 
Average 
Average 
Bad 1 Bad Bad 
1 i 
Average 
Average 
Average 
Bad 
Bad 
Low 
Average 
Average 
Average i Average i Average | Average 
1 1 1 
Average Average 
Average 1 Bad ( Average 
Average 
Bad 
Average 
Average 
Good 1 Average 1 Good : Good ; Average 
Average 
Average 
High 
High 
Average i High 
Average | Average 
Average : Average 
Average i High 
Average ! Low 
1 ; i i ! ; 
Average Average \ Average Average Low Low High 
Franklin ^ Average \ Bad ; Bad Bad ; Bad ; Bad ; Low : Average : High 
India i i ! 
Taxshield • ; i : 1 } 
Average | Average High 
Low Low Low 
Templeton Average : Bad i Average i Bad ; Bad ; Average 
Growth 
Fund 
HDFC Bad Bad Average Average Average Average 
Capital 
Builder 
HDFC Average Bad Average Average Average Good Low Average High 
Equity 
HDFC Bad Bad 
Tax SaA'cr 
HDFC Average Bad 
Long 
Tenn 
Advantage 
HDFC Average Bad 
Top 200 
JM Equity Bad Bad 
Good Good Good Good Low Low Low 
Good Average Average Average Average Average Average 
Average Good Average i Bad Average Average Average 
Bad Average Average Average Low Low High 
Kotak 30 Good Bad Bad Average Average ; Average Low Average High 
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Kotak i Average I Bad 
MNC ^ 
Pmdential i Average I Bad 
ICICI I 
Power 
Average 
Good 
Prudential • Average i Bad i Good 
ICICI Tax • 
Plan i 
Reliance Average '• Good i Good 
Growth I 
Reliance Average : Good i Good 
Vision 
Bad Bad 
Bad 
Bad 
Average Low 
Average 
Average 
Good 
Good 
Average 
High 
Low I Low 
Average High 
] High j Average 
Average Good 
Good j Average 
Good 1 Average 
Bad 
Average \ Average 
Average Average | Average 
Schemes with SBI mutual fund paying back above average returns on some of its schemes 
leading to increasing faith of investors toward public sector companies once again after 
fallback of UTI few years back. 
The above given discussions on performance of mutual fund corroborates our mutual fund 
schemes have not performed too badly especially with private sector schemes 
outperforming the public sector schemes on every parameter. Table 4.11 presents the 
performance of mutual funds in summarized forni derived from various parameters of 
performance. 
On the basis of portfolio turnover ratio, the best performance has been shown by Franklin 
India prima, Franklin India prima plus and Kotak MNC. And, average performance has 
been shown by UTI mutual flinds (except UTI growth and value fiind), reliance mutual 
fund and prudential ICICI mutual fund. On comparing public and private performances, 
private sector schemes have performed better than public sector schemes. Under public 
sector all the schemes of SBI along with UTI growth and value ftinds have performed 
poorly as per portfolio turnover ratio whereas in private sector, schemes like alliance basic 
industries fund, Birla equity plan, HDFC capital builders, HDFC tax saver and JM equity 
has not been able to perform well. Thus, the proportion schemes Performing badly in 
public sector to private sector is very high. 
From expense ratio point of view the best perfonnance has been shown by schemes of 
reliance mutual fund. SBI magnum multiplier plus, UTI master growth and Franklin India 
Blue-chip has perfoiTned average in tenns of expense incurred. Overall all other schemes 
whether public or private sector have performed very badly on the basis of the expenses 
ratio. On the basis of average 3 years return, SBI magnum Taxgain, Franklin India Prima, 
HDFC tax saver, HDFC long tenn advantage and the schemes of prudential ICICI mutual 
fund and reliance mutual fund has been on the top on the perfonnance chart. The worst 
perfonnance in the tenns of last average 3 years return has been shown by SBI magnum 
contra, SBI magnum multiplier, Franklin India Tax shield , JM equity, Kotak 30 and all 
the schemes of UTI mutual fund (except UTI growth & value fund). Again on comparing 
public sector with that of perfonnance of the private sector, it can be said that public sector 
also perfonned exceptionally well and better than private sector mutual fund. 
On examining the above table, it can be seen that SBI magnum contra, HDFC tax saver, 
HDFC top 200 and reliance vision have performed very well on the basis of sharp ratio 
which implies that these schemes have been able to generate better excess returns per unit 
of standard deviation than the other schemes of the same type in the industry. The schemes 
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which have performed very badly includes SBI magnum multiplier plus, UTI grandmaster, 
UTI master growth, Franklin India Blue-chip, Franklin India Tax shield, TEM growth 
fund, KOTAK MNC and both the schemes of prudential ICICI mutual fund. 
As per Table 4.11, the best grade "good" according to Treynor ratio has as given to 
Franklin India prima, HDFC tax saver and reliance growth which shows the maximum of 
excess returns per unit of systemic risk(p) provided by these schemes over and the return 
on risk free investment under public sector , all the schemes of SBI mutual fund ( except 
SBI magnum multiplier plus), UTI mutual fund ( UTI brand value & UTI master growth) 
have shown average performance, whereas in the private sector schemes alliance basic 
industries fund, Birla Equity Plan, Franklin India prima plus, JM equity , Kotak 30, 
reliance vision and all the schemes of HDFC mutual fund (HDFC tax saver) and 
Prudential ICICI mutual fund have shown average performance. The schemes which have 
shown poor performance as per Treynor ratio are SBI magnum multiplier plus, UTI brand 
value, UTI Master Growth, Franklin India Tax shield, Templeton Growth Fund and Kotak 
MNC. Hence, from the above table it can be concluded that the better performance on the 
basis of Treynor ratio has been shown by the public sector schemes but again private 
sector schemes have outperformed in comparison to public sector schemes. 
On comparing the various schemes on the basis of Jensen ratio as per above table , most of 
the schemes have performed either good or average with the exceptions of some the 
schemes like SBI magnum multiplier plus, Franklin India Blue-chip, Franklin India Tax 
shields, HDFC top 200, reliance vision and all the schemes of UTI mutual fund (excluding 
UTI grandmaster). As per Jenson ratio, best performance has been shown by HDFC tax 
saver, HDFC equity, Franklin India prima, reliance growth and all the schemes of 
prudential ICICI mutual fund and of SBI mutual fund (except SBI magnum multiplier 
plus). On comparing public sector schemes with private sector schemes on the basis of 
Jensen measures the proportion of public sector schemes doing well is far less than that of 
the private sector schemes. Hence it can be concluded that performance wise sector has 
defeated public sector. 
On comparing the various schemes on the basis of standard deviation, it is being observed 
that SBI magnum multiplier plus, SBI Magnum Taxgain and prudential ICICI tax plan has 
been placed under '"high" category showing higher level of risk and therefore higher 
deviation from the expected level of returns. Lower the standard deviation, lower is the 
deviation from returns, hence better from those investors point of view who wants to take 
with lower risk with lesser deviation from expected returns. Hence low standard deviation 
indicating low deviation from the return expected is shown by UTI brand value, UTI 
equity tax saving plan, UTI grandmaster, Franklin India prima plus, Franklin India tax 
shield, HDFC capital builder, HDFC equity, HDFC tax saver JM equity Kotak 30 and 
Kotak MNC. Overall on the basis of standard deviation, it can be said that both sector are 
at par with each other implying that depending upon the objective of various schemes, the 
level of deviation differs. 
Beta refers to the level of unsystematic risk. Market beta is considered to be 1. In the 
above table SBI magnum multiplier plus, SBI magnum tax gain and prudential ICICI tax 
plan have been categorized to have higher beta indicating beta more than 1 implying very 
high risk undertaken. UTI brand, UTI equity tax saving plan, Franklin India prima plus, 
HDFC capital builder HDFC tax saver JM equity and Kotak MNC with lower beta shows 
the lower unsystematic risk that is not known which shows higher efficiency on the part of 
mutual fund coinpany. On comparing private sector with public sector, it is observed that 
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private sector mutual funds companies has been much more cautions in taking than public 
sector schemes as it can be inferred from the beta of various schemes. 
Coefficient of determination shows the extent to which benchmark markets index taken 
explains the portfolio of the given fund. Lower value of R^  indicates that the market does 
not explain substantial part of variation in the return of these schemes, so higher the R^  
better it is from the investor point of view. Schemes like SBI magnum multiplier plus, JM 
equity, Kotak 30, HDFC equity and all the schemes of UTI mutual fund and Franklin 
Templeton India (except Franklin India prima) with R^  shows higher diversification 
indicating these schemes have been able to justify the variations in their return with either 
high or average R^  but those schemes whose return have not being justifiable includes 
Franklin India prima, HDFC Capital Builder, HDFC Tax saver and Kotak MNC. 
PART 2 
For the purpose of analyzing the perception of investors for investing in mutual funds, the 
primary data was analyzed on the basis of a questionnaire. 
The primary data has been analyzed in regard to the policies, objectives, financial 
position, and general affairs of the schemes together with the perception of the investors, 
their behavior, assumptions and their general beliefs. Accordingly, the common 
perceptions and parameters on which the investors base their decision for mutual funds are 
grouped here under: 
1. Investment into mutual funds is not the most preferred avenue as compared to real 
estate, shares, gold government securities, LlC policies, NSC's/ NSS schemes. 
2. High returns are not the most preferred basis for the selection of an investment 
avenue as compared to safety, liquidity, tax benefits and reliability. 
3. Equity(growth and dividend) is not the most preferred scheme of investment as 
compared to debt (income), balanced, sector specific and tax benefit schemes. 
4. Newspaper/journal, TV/internet is not the most preferred information source for 
marketing of mutual funds as compared to advices of Financial Advisors, brokers, 
relatives and friends. 
5. Mutual fund investments have yielded very high returns in the past. 
6. Past record of the organization is not the very significant factor for investing into 
mutual fund schemes of public sector and private sector. 
7. Growth prospects are a significant factor for the investors to invest into mutual 
fund schemes. 
8. Credit rating given to various schemes of mutual funds is very significant factor to 
impact the investors for investing into private and public mutual funds. 
9. jMarket fluctuations are not the significant factor to impact the investors for 
investment purposes in the mutual funds. 
10. Disclosure of adequate infomiation is not significant factor for investing into 
private sector and public sector mutual funds. 
11. Size of the fund is not very important criteria to judge the perfonuance of the 
mutual fund. 
12. Portfolio selection criteria or the type of securities is not very significant factor for 
judging the perfonuance of the fund. 
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13. NAV is not the most important parameter forjudging the performance of the 
mutual funds. 
14. Returns/Dividend is the most important parameter for evaluating the performance 
of the mutual fiinds. 
15. Mutual fund investments are suitable for small investors. 
16. Mutual funds do not give higher returns to the investors as compared to other 
investments. 
17. Private sector mutual fiinds performed better than public sector mutual funds. 
18. Higher tax shields are not required for encouraging investments in the mutual 
funds. 
19. Mutual ftinds with large corpus do not perform better tan mutual funds with small 
corpus. 
20. Mutual flinds having balanced portfolio do not give better returns as compared to 
debt funds or growth funds. 
21. Close ended funds are more risky as compared to open ended ftinds. 
22. Public sector mutual funds are not more secure than the private sector mutual 
funds. 
23. Mutual fund investments do not provide shield against the risk of loss due to direct 
investment into shares. 
24. There is no difference between the pubic sector and private sector mutual funds 
with respect to trust, bonding, empathy, reciprocity, communication, culture, 
customer satisfaction dimensions. 
The above perceptions, assumptions—behavioral and attitudinal aspects of the 
investors have been analyzed and tested through the undemoted figures and sheets. 
Pie Charts and SPSS Sheets of perception of investors: 
INVESTMENT INTO MUTUAL FUNDS 
Figure 4.1 
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SPSS Sheet 4.1: 
Valid 
Yes 
No 
Total 
Frequency 
158 
104 
262 
Percent 
60.3 
39.7 
100.0 
Out of the total sample size of 262, 60% of the people said that they have invested into 
mutual funds before and the remaining 40% of the people constitute that category of 
people who either are not aware of mutual funds or afraid to invest into mutual funds due 
to their direct association with the stock market booms and downfalls. The reason for such 
huge percentage of people investing into mutual funds can be due to the boom in the 
Indian industry and growing awareness among the people with regard to mutual fiind 
investments. 
INTENTION TO INVEST INTO MUTUAL FUNDS 
Fig 4.2 
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Pie Chart 
SPSS Sheet 4.2: 
Valid 
Yes 
No 
Total 
Frequency 
183 
79 
262 
Percent 
69.8 
30.2 
100.0 
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Out of the total sample size of 262 70% of respondents replied that they intend or like to 
invest into mutual funds in the future. This 70% includes the people who have already 
invested into the mutual funds and the prospective investors who would like to invest into 
mutual funds because of the higher returns that mutual funds are paying off in comparison 
to other investment avenues. The remaining 30% people who do not intend to invest into 
mutual funds, are the people who had incurred losses in the past or the people who do not 
want to take risk of investing into mutual ftinds. 
PREFERENCE FOR DIFFERENT INVESTMENT AVENUES 
To know the preferences of people for different avenues that are available the respondents 
were given a list of 10 avenues and asked to rank them according to their preference. From 
the responses recorded mean values for all the options were calculated. On the basis of the 
mean values calculated the various options were ranked giving rank 1 to the option having 
least mean ranked value as shown in the table 4.12: 
Table 4.12: Rank Wise Preference of Different Investment Avenues 
Serial 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Investment Avenues 
Real Estates 
Shares/Debentures 
Mutual Funds 
Fixed Deposits 
Post Office Saving Schemes 
PPF 
UTI Schemes 
Gold 
Lie Policy 
NSC, NSS Schemes 
Mean Values 
4.18 
4.36 
3.09 
5.00 
6.00 
5.77 
6.99 
6.91 
5.41 
7.318 
Rank 
2 
3 
1 
4 
7 
6 
9 
8 
5 
10 
The analysis of the table reveals that mutual funds with mean ranked value(3.09), real 
estates (4.18) and shares /debentures (4.36)have been ranked at the first second an third 
place among different forms of investments available. This confinns the preference of 
investors for high returns (see reasons for preference for different investment avenues 
discussed on the next page). This also points out the higher risk taking capacity of the 
investors in lure for higher returns. Least preferred options has been NSC, NCC schemes 
(7.318), UTI schemes (6.99) and gold (6.91) due to blocking of money for a longer period 
of time and also due to poor perfonnance of government owned undertaking in the last 
few years. 
BASIS FOR SELECTION OF AN INVESTMENT AVENUE 
There are different attributes of various investment avenues that influence the choice of a 
particular investment avenue. The most important of various attributes of an investment 
are: 
• Safety 
• Liquidity 
• Tax benefit 
• Reliability 
• High returns 
The respondents were asked to tick the most prefen'ed attribute which affects their 
decision to invest into a particular investment option or the most preferred basis for 
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selection of an investment avenue. For this the responses given are shown in the pie chart 
has been discussed thereafter. 
Fig 4.3: 
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SPSS Sheet 4.3: 
Vahd 
Safety 
High Returns 
Liquidity 
Tax Benefit 
Rehabihty 
Total 
Frequency 
60 
95 
36 
24 
47 
262 
Percent 
22.9 
36.3 
13.7 
9.2 
17.9 
100.0 
On the basis of the above analysis it has been depicted that 36% of the respondents base 
their selection for high returns followed by 23% for safety and 18% for reliability, 
Liquidity 13.7% and Tax benefit 9.2%. It also indicates that high returns is the most 
preferred basis for the selection of a mutual fund scheme. 
PREFERENCE FOR MUTUAL FUND SCHEMES 
Depending upon the risk taking ability of an investor and their investment objectives the 
various mutual fund schemes can be divided into: 
Equity (growth and dividend) 
Debt (income) 
Balanced 
Sector specific 
Tax benefit 
On the basis of the above the respondents were asked to choose the type of scheme they 
prefer to invest in most, which is shown in the figure 4.4. 
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Fig 4.4 
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SPSS Sheet 4.4: 
Valid 
Equity (Growth & 
Dividend) 
Debt (Income) 
Balanced 
Sector Specific 
Tax Benefit 
Total 
Frequency 
102 
26 
74 
13 
47 
262 
Percent 
38.9 
9.9 
28.2 
5.0 
17.9 
100.0 
In the given figure it can be seen that the maximum number of people prefers to invest in 
equity(growth and dividend)with 39%respondents going for this option thereby indicating 
higher risk taking and risk bearing psyche of the investors end up incurring huge losses. 
Since the risk into various equity schemes is diversifiable. So if sector does not perform 
well then the fund is not affected very much. As far as investment into debt schemes is 
concerned only 10% of the respondents are keen on investing them because of the lower 
interest rates prevailing in the market. 
Balanced schemes as the second most prefen-ed type of mutual fund schemes indicates 
that 28% of people prefer to invest into blend of equity as well as debt so that they get 
some assured returns through debt investments in case the shares does not perfomi well on 
the stock exchanges. Thus showing the reasonable risk taking ability. Hence it can be 
concluded that higher returns (with higher risk factor) provided by investment into equity 
schemes are leading more and more investors to take higher risk for higher returns. 
SOURCE OF FUND INFORMATION 
Investor's decision to invest in a particular mutual fund is effected by the different sources 
from where information about working of that fund becomes available to an investor. The 
respondents were asked to respond against five identified sources, which have been 
instrumental for obtaining infonnation about a specific fund of their choice. Responses of 
the respondents have been explained with help of following diagram. 
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SPSS Sheet 4.5: 
Valid 
Financial Advisor 
Broker 
Relatives/Friends 
Newpapers/Joumals 
TV/Internet 
Total 
Frequency 
68 
29 
68 
47 
50 
262 
Percent 
26.0 
11.1 
26.0 
17.9 
19.1 
100.0 
The above diagram reveals the majority of investor's i.e. 32% based their investment 
decision either tlirough the newspaper or published journals. The newspaper being the 
cheapest and reliable source of source of information and journals besides being reliable, 
showing the review of the financial experts. The second major source that influences 
investor's choice is the Financial Advisors (26%) that help people to make their 
investment decisions. TV and internet being the third major source that influences the 
decision of the decision of the investors due to the larger use of the internet and TV in the 
current scenario. The Friend's/Relatives (13%) and brokers (11%) as source for affecting 
choice of mutual are less prefeixed in comparison to various sources. 
RETURN FROM A MUTUAL FUND 
The respondents were asked to share their experience regarding return received from a 
fund on their investment in mutual fund over the range ranging from very high to very 
low. Out of 262 respondents, 157 had already invested in mutual funds. Therefore, 
remaining 105 responses have been excluded from the total for analyzing the experience 
regarding returns from mutual fund investment. The diagram below shows the responses 
of 60 respondents in over the scale. 
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Fig 4.6: 
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SPSS Sheet 4.6: 
Valid Very High 
High 
Not High Not Low 
Low 
Very Low 
Total 
Excluded 
Total 
Frequency 
73 
52 
16 
5 
11 
157 
105 
262 
Percent 
27.9 
19.8 
6.1 
1.9 
4.2 
59.9 
40.1 
100.0 
On examining the above diagram, it could be inferred that 74 (47%) respondents said that 
they have received very high return than expected on their investments. 52 (33%) 
respondents said that they had received high returns in comparison to what they expected 
from their investments. Thus, it can be said that out of those who had already invested into 
the mutual funds 80% of them received returns more than their expectations. The reason 
for such result can be attributing to the boom in the market for last 3 years. However 16 
(10%) out of 157 respondents have not received returns up to the level of their 
expectation. Hence, overall it can be said that since last few years mutual funds have given 
very high or high returns in comparison to various other investment avenues available. 
FACTORS INFLUENCING CHOICE OF A MUTUAL FUND 
There are number of factors that affect the decision to choose a particular mutual fund for 
makmg investments. On the basis of the data, following 5 factors have been considered: 
• Past record of the organization 
• Growth prospects 
• Credit rating 
• Market fluctuations 
89 
• Disclosure of the adequate information 
To know the opinion as to how significant or insignificant these factors are for them, 
respondents were asked to choose the level of significance (very significant, significant, 
neutral, insignificant and very insignificant)of each factor in their decision making while 
choosing a mutual fund for investment. The responses of all respondents regarding above 
5 factors has been discussed below: 
Past record of the organization 
Fig 4.7: 
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SPSS Sheet 4.7: 
Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
10 
19 
26 
73 
134 
262 
Percent 
3.8 
7.3 
9.9 
27.9 
51.1 
100.0 
An examination of the chart below reveals that for 79 %( 51% very significant and 28% 
significant) of the respondents it is very relevant to know the "past record of the 
organization". This implies that while choosing a fund, people consider very much 
important to know about how the organization has perfonned in the past. Out of remaining 
21%, 10% of the people does not have any opinion regarding this. And the remaining 
1 l%feels that the past performance is not an important factor for them while choosing a 
mutual fund because despite of other factors the perfonnance of mutual fund is dependent 
on the market conditions. But the percentage of people this opinion is only 11%. Hence, it 
can be concluded that past perfonnance is an important factor infiuencing a fund choice. 
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Growth prospects 
The chart reveals that 74 %( 33% very significant and 41% significant) of the respondents 
consider "growth prospects" as very significant factor for influencing their choice for 
investing into a fiind. 
Fig 4.8: 
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SPSS Sheet 4.8: 
Valid 
Very Significant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
10 
13 
45 
107 
87 
262 
Percent 
3.8 
5.0 
17.2 
40.8 
33.2 
100.0 
Here it is very important to know that 17% of the total respondents do not form any 
opinion regarding whether growth prospects of the particular fund are significant or 
insignificant. It can also be seen clearly that only 9% consider it is an insignificant factor 
while choosing for investing into fund. Hence it can be said that growth prospect of the 
fund also plays a very important role for influencing investors' choice for investment into 
a fund. 
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Credit Rating 
Fig 4.9: 
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SPSS Sheet 4.9: 
Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
13 
18 
29 
85 
117 
262 
Percent 
5.0 
6.9 
11.1 
32.4 
44.7 
100.0 
The above chart reveals that credit rating given to various schemes by the different credit 
rating agencies like CRISIL etc have significant impact on the investors while they choose 
particular schemes for investment. 
According to the above diagram around 77% of the investors consider credit rating as an 
important factor in influencing their choice for investment into a particular scheme. The 
percentage of people not considering the rating for their investments decision making is 
again very minimal at 12% with 5% of respondents considering it to be very insignificant 
point. The reason for their non-consideration can be because of the different parameters 
used by different agencies for evaluating the perfonriance of the various schemes. Thus it 
can be concluded that credit rating to large extent have impact on influencing the choice 
for investing into a particular scheme. 
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Market Fluctuations 
Fig 4.10 
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SPSS Sheet 4.10: 
Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
5 
3 
60 
68 
126 
262 
Percent 
1.9 
1.1 
22.9 
26.0 
48.1 
100.0 
The role market going upside and downside plays a very important and key role in the 
flinctioning of the mutual fund industry. Since mutual funds are subject to market 
fluctuations so any event that occurs in the market may have adverse or positive impact on 
the various funds that are operational. But it is very important to know whether market 
fluctuations have any impact on the investors when they opt for any scheme. Whether 
investors purchase a fund due to fluctuations in the market that may have impact on the 
value of that particular fund they intend into. As per the above diagram, 48% i.e. around 
half of the respondents consider market fluctuation as a very significant factor that 
influences the choice for a particular. Further, 26% of the respondents consider it to be a 
significant factor but not very significant one for them. Hence overall 72% of the 
respondents consider market fluctuations as a very significant or significant factor for 
influencing their decision to invest into a particular fund. It is a very important to note that 
out of total sample size of 100 respondents, 23 considers it neither significant or 
insignificant factor for affecting their investment decision despite of the fact that it is a 
clearly mentioned "Mutual funds are subject to market risk, please read the offer 
document carefully before investing"". However only 3% of the respondents do not 
considers it to be very important factor while going for investing into the mutual funds. 
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Disclosure of Adequate Information 
Disclosure of adequate information indicates transparency in relation to the 
communicability as to how the fiand is performing. It means that any decision of the 
management of nay information that may lead to increase or decrease in the value of the 
units holdings of the investors or any other information that needs to be communicated to 
the investors must be disclosed to them. Hence it is very important to that whether 
investors consider it very important factor for their investment decision making. This has 
been explained with the help of diagram in the diagram below: 
Fig 4.11: 
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SPSS Sheet 4.11: 
Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
"> J 
5 
55 
71 
128 
262 
Percent 
1.1 
1.9 
21.0 
27.1 
48.9 
100.0 
In the diagram it can be clearly seen that disclosure of infonnation by the companies in 
relation to it schemes is again one of the very significant factors. Out of the total 
respondents 76% considers it very important or important factor while opting for an 
investment scheme where only 3% people disagree that disclosure of proper and adequate 
infonnation is as not very important factor affecting their choice for investment further 
there were 21 respondents out of the total sample size of 100 who does not have any 
opinion as to the level of significance or insignificance for the disclosure of adequate 
information as a factor influencing their decision to go for investing with a particular 
mutual funds. 
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Hence it can be concluded that the entire factor discussed above plays a very important 
role in influencing the choice of a particular schemes. It is very important to know which 
factor is the most important among all of the factors discussed above. So to know the most 
ant least preferred among them weighted average score (WAS) has been calculated for 
each of the 5 factor discussed previously. Weights have been provided as follows to the 
various. 
Table 4.13: Weights assigned for different options. 
OPTIONS 
Very Significant(VS) 
Sigmficant(S) 
Neutral(N) 
Insignificant(IS) 
Very Insignificant(VIS) 
WEIGHTS 
2 
1 
0 
(1)* 
(2)* 
Table 4.14: Factors influencing choice of mutual funds rank wise 
Performance Criteria 
Past record of the 
Organization 
Growth Prospects 
Credit Rating 
Market Fluctuations 
Disclosure of adequate 
information 
VS 
134 
86 
118 
126 
128 
S 
73 
107 
84 
68 
71 
N 
26 
45 
29 
60 
55 
IS 
18 
13 
18 
5 
5 
VIS 
11 
11 
13 
3 
3 
WAS 
1.15 
0.93 
1.05 
1.18 
1.21 
Rank 
3 
5 
4 
2 
1 
Table 4.14 shows the factors influencing fund choice their frequencies along with their 
WAS and rank given in ascending order to the various factors on the basis of maximum 
WAS. 
Hence on the basis of WAS of all the five factors it can be said that disclosure of adequate 
infonnation is ranked at the first place with WAS followed by market fluctuations as the 
next most important factor influencing the choice of a fund. 
Appraisal criteria of mutual funds 
For taking decision regarding investment in a particular mutual fond investors try to assess 
the performance of a chosen fund on the basis of certain criteria. For appraising fund's 
performance the investors were asked to rate following four chosen criteria of 
perfonnance appraisal of a mutual fund on a five point scale according to the significance 
attached to them. The chosen criteria for perfonnance appraisal are: 
• Sizeof the fund 
• Portfolio selection 
• Net asset value 
• Returns/dividend 
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The responses given to different criteria along with their weighted average scores (WAS) 
has used to analyze the relative measure used by the investors for performance appraisal of 
the various schemes. 
Size of the fund 
Size of the fund refers to the total asset base or total amount of money that a mutual fund 
manager must oversee and invest. The performance of a mutual fund may or may not be 
affected by its size. Some people use size of the fund as criteria for performance appraisal 
of a scheme. The responses as to how important are this criteria from investors point of 
view has been explained with the help of figure 4.12. 
The figure reveals that according to 71% of the respondents, size of the land is very 
important criteria for them to judge the performance of a fund hence indicating that if a 
fund is increasing in its size over a period of time then growing size of the fund will be a 
considering factor with respect to judging the performance of the fund. Further around 
21% of the respondents does not consider it to be an important factor for evaluating the 
performance. 
Size of the Fund 
Fig 4.12: 
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Fund 10% of the total respondents do not have any option as to considering it as criteria 
for performance appraisal of a fond thus it can be concluded that largely people consider 
size of the fond as an important factor evaluating the performance of a mutual fond. 
Portfolio Selection 
Portfolio of schemes refers to the blend or mix of various securities that are held into a 
fond. The choice of the type of securities to be held depends on the fond manager of the 
particular fond or scheme. The portfolio of various schemes varies according to the market 
conditions, asset size and objective of the scheme etc. for example, sector specific scheme 
invest only into those sectors for which these schemes were started. It is the performance 
of the various securities in a fond that differentiate the return earned by the various 
schemes. The diagram shows how significant if insignificant factors are it for judging the 
performance appraisal of a fond from the investor point of view. Bodie et al (2005) 
suggests that calculating average portfolio refoms does not mean that the task is done. 
Returns must be adjusted before they can be compared meaningfolly. 
Fig 4.13: 
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SPSS Sheet 4.13: 
Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
Very Significant 
Total 
Frequency 
47 
31 
14 
26 
144 
262 
Percent 
17.9 
11.8 
5.3 
9.9 
55.0 
100.0 
Criteria for influencing their investment decision while judging the performance of the 
funds. And only 5% of the people does not consider is significant or insignificant for 
perfonnance evaluation of various schemes. In the above diagram, it can seen that 65% 
(55% very significant and 10% significant) of the respondents consider portfolio selection 
ot the type of securities for evaluating the performance of the mutual fonds which is 
comparatively a bit lesser preferted criteria forjudging the perfomiance of the fond. The 
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reason for it can be the direct relation of the securities with the fluctuation in the securities 
due to market upside and downsides. Out of the total sample of 262 respondents, 30% 
respondents with 12% of them considering it to be insignificant and 18%o of them 
considering being very insignificant. 
Net Asset Value (NAV) 
NAV is the total asset value per unit of the fund and is calculated by the Asset Manager 
Company (AMC) at the end of every business day. Net asset value on a particular day 
reflects the realizable value that the investor will get for each unit that he is holding if the 
scheme is liquidated on that date. Net asset value (NAV) calculated everyday by dividing 
the daily market value of total asset under management of the fund (minus its liabilities) 
by the number of the share outstanding. Change in the value of the NAV are the result of 
changes in the market value of the securities held by the mutual fund, issuance and 
redemption of mutual fund share and by the fund manager's daily management of the 
scheme's invested portfolio. 
Fig 4.14: 
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Very Insignificant 
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Neutral 
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Frequency 
5 
3 
8 
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105 
262 
Percent 
1.9 
1.1 
3.1 
53.8 
40.1 
100.0 
NAV is another tool by which one can measure the perfonnance and investment efficiency 
of the fund overtime. A mutual fund investment performance is best measured by its total 
return or the change in NAV during the period. One of the best methods of determining 
how well a fund has done is to compare its NAV at the beginning of the period, with its 
current NAV. The response as to how important NAV as perfonnance judging parameters 
according to the investors has been given below. 
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In the above diagram it can be clearly seen and undoubtedly can be said that the NAV is 
considered as the most important parameter for judging the performance of the mutual 
funds, hi the diagram 94% of the respondent consider NAV as the most important value 
judging parameter for evaluating the performance of mutual fund schemes. 
Returns/Dividend 
Return or dividend is the ultimate goal of the investors. Every investor expect certain 
amount of return on the investment made by him/her. Generally people invest in an option 
over the because of better returns from the chosen option. The figure reveals as to what are 
the responses of the people regarding return as the parameter for evaluating the 
performance of the fund. In figure, 82% consider return as very significant and 14% 
consider it to be significant parameter for performance evaluation of fund, hence it can be 
said that according to 96% of the people returns are consider major factors for making 
decision to invest in to a fund or as the major criteria for evaluation of performance of 
mutual funds. Only 2 out of the total people surveyed do not consider it as factor for 
performance appraisal. Hence it can be concluded that Return are major helping 
parameters for the investor that help them to make decision as to where and in which fund 
to invest. 
Fig 4.15: 
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Valid 
Very Insignificant 
Insignificant 
Neutral 
Significant 
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Total 
Frequency 
3 
3 
5 
37 
214 
262 
Percent 
1.1 
1.1 
1.9 
14.1 
81.7 
100.0 
To analyze which parameter is the most effective WAS of the various perfomiance 
appraisal parameters has been considered and the parameters were ranked on the basis of 
their WAS. The following table shows the WAS of the different parameters along with 
their frequencies, their ranking according to their WAS. 
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Table 4,15: Parameters for performance criterion of investment into mutual funds 
rank wise. 
\ Performance Criteria 
Size of the Fund 
: Portfolio Selection 
Net Asset Value 
Returns/Dividends 
VS 
105 
144 
105 
214 
S 
81 
26 
141 
37 
N 
26 
13 
8 
5 
1 IS 
1 37 
131 
i 3 
\ 3 
1 VIS 
1 ^^ 
(48 
| 5 
" 1 3 " 
WAS 
0.87 
0.72 
1.29 
1 J 5 
Rank 
3 
4 
2 
1 
From the above table, returns are undoubtedly the key parameter for judging the 
performance of the mutual funds followed by net asset value and size of the fund at second 
and third position respectively. Hence, it can be concluded that returns from a particular 
schemes attracts the investor most and is the key factor in investor's decision making 
process. 
General Perception of Investors Towards Mutual Funds 
Funds mobilization by mutual funds in India has been on the increase though the trend has 
shifted in favor of private sector funds, since their inception in 1993. as the money 
invested in ftinds comes out to the hard earned savings of investors, therefore, it become 
relevant to study what they perceive about these funds. For this purpose the investors were 
asked to express their level of agreement in relation to 10 statements over a five-point 
scale (Strongly Agree (SA) Strongly Disagree (SDA)). These statements were 
framed considering developments in mutual fond industry over time. The responses of the 
respondents regarding these points have been discussed as in the next few pages with the 
help of diagrammatic representation of each point. 
Fig 4.16: 
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SPSS Sheet 4.16: 
Valid 
Strongly Disagree 
Disagree 
Neither Agree Nor 
Disagree 
Agree 
Strongly Agree 
Total 
Frequency 
13 
47 
24 
84 
94 
262 
Percent 
5.0 
17.9 
9.2 
32.1 
35.9 
100.0 
On examining the above diagram, it is revealed that 68% of the people are of the opinion 
that mutual ftinds are for small investors. Out of remaining 32% of the total respondents 
9% neither agrees nor disagree to the given point i.e they don't have any opinion regarding 
this. But of this remaining 32%, 23% of the people disagree with the statement. Thus this 
shows that the perception of people is changing towards mutual funds are good for small 
investors. Hence, it can be concluded that nearly 70% of the respondents agree that mutual 
funds are useful for small investors who invest their money in to these funds. 
Mutual Funds Give Higher Return Than Other Investments 
Fig 4.17: 
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Valid 
Strongly Disagree 
Disagree 
Neither Agree 
Nor Disagree 
Agree 
Strongly Agree 
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Frequency 
21 
52 
13 
68 
108 
262 
Percent 
8.0 
19.8 
5.0 
26.0 
41.2 
100.0 
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In the above diagram it can be seen that 41% of the respondents strongly agree and 26% 
agree to the statement that mutual funds give higher return than the other investments 
options. The reason for such level of agreement could be the result of higher return fetched 
by various mutual fund schemes in the last few years. On further analysis, it is seen that 
28% of the people does not believes that returns provided by mutual funds are higher than 
returns provided by various other investments options. The reason for disagreement can be 
that these people might have invested into the options that might be given them better 
returning. Remaining 5% does not have any opinion indicating neither agreement nor 
disagreement to the statement. 
Private Sector Mutual Fund Perform Better Than Public Sector Mutual Funds 
Fig 4.18: 
iio,42ro;i-. 
M Strongly Disagree 
m Disagree 
i^i Neither Agree Nor 
Disagree 
• Agree 
El Strongiy Agree 
SPSS Sheet 4.18: 
Valid 
Strongly Disagree 
Disagree 
Neither Agree Nor 
Disagree 
Agree 
Strongly Agree 
Total 
Frequency 
47 
31 
27 
47 
110 
262 
Percent 
17.9 
11.8 
10.3 
17.9 
42.0 
100.0 
According to the above diagram, 60% of the respondents are of the opinion that private 
sector mutual funds perform better than public sector mutual funds due to the cost efficient 
management etc. on further analysis, it is being observed that 30% of the people does not 
agree to the statement may be because of the better returns that they would have earned by 
investment into the public sector mutual fiinds. 29 out of 262 respondents do not have any 
opinion, hence neither agrees nor disagrees to the statement. Hence it can be concluded 
that investors generally feels that the public sector mutual funds are much secured than the 
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private sector mutual funds but the growth and returns are better in the private sector 
mutual funds. 
Higher Tax Shield Should Be Provided For Mutual Funds 
Fig 4.19: 
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Disagree 
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Agree 
Strongly Agree 
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Frequency 
26 
50 
18 
29 
139 
262 
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100.0 
On examining the above diagram, it is seen that around 64% are of opinion that higher tax 
shield should be provided for mutual, funds investors. The reason being its comparability 
with other investment avenues under that provided higher tax benefits to the investors. It is 
due to this reason that government has introduced in the budget 2005-2006, the higher tax 
exemptions on any investment unto Rs.l, 00, 000 made into the mutual funds. On further 
analysis it is seen that around 29% of the investors does not agree to the statement may be 
because of their direct association with the stock markets as in the case of open ended 
schemes. 
103 
Mutual Funds With Large Corpus Performs Better 
Fig 4.20: 
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Strongly Disagree 
Disagree 
Neither Agree Nor 
Disagree 
Agree 
Strongly Agree 
Total 
Frequency 
39 
69 
37 
16 
101 
262 
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14.9 
26.3 
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100.0 
As per the above diagram, the number of people agreeing (45%) to the statement that 
mutual funds with large corpus performs better, is not that very much higher than the 
number of people who disagree (41%) with the statement. Hence it can be said that people 
(who agree or disagree to the above statement) have mixed reaction to it. Remaining 14% 
of the people don't have any opinion about it. The reason for such mixed reaction of the 
people is that there no such norm in the mutual industry that mutual funds with large 
corpus performs better. Rather, the performance of the fund depends on the perfonnance 
of the stock market. 
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Mutual Funds Having Balanced Portfolio Only Gives Better Returns 
Fig 4.21: 
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As per the diagram, 40% of the respondents disagree that balanced mutual funds only 
gives better returns. In the current market scenario, the maximum return is given by equity 
schemes, which has resulted into more and more people opting to invest into equity 
(growth) schemes. The people agreeing to the statement are 39%, which is at par with the 
people disagreeing with the statement. Noticeable, a large 21%) of the respondents doesn't 
have any opinion regarding whether balanced funds provides better result or not. 
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Close Ended Mutual Funds Are Less Risky 
Fig 4.22: 
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An examination of the above diagram reveals that 56% of the people are of opinion that 
close ended mutual funds are less riskier than the open ended mutual funds due to lack in 
period which give the opportunity to the fund manager to average the lesser returns in a 
particular year against the higher returns earned during the remaining years. Hence give 
enough time to fund manager to adjust the return to provide fairly good returns tot eh 
investors. 26% of the respondents disagree with statement may be because of the opinion 
that mutual fund invest are subject to market risk so any downfall in the stock market will 
have adverse affect on the mutual fund industry too. 
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Public Sector Mutual Funds Are More Secure Than Private Sector Mutual Funds 
Fig 4.23: 
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The above diagrams reveals that 57% of the respondents disagree to the statement that 
public sector mutual funds are more secure than the private sector mutual funds because 
all mutual funds whether public sector or private sector are subject to market risk i.e. ups 
and downs of the market so the level of security investing with both of them is,same. 
Further, 32% of the people agree to the statement that just because of higher government 
participation in it. 
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Mutual Funds Are Like Owning Any Other Asset 
Fig 4.24: 
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On examining the above diagram, it can be said that 65% of the respondents consider 
mutual funds like owning any other asset which may have appreciation or depreciation in 
its value during the period of holding it. On the other hand, 22% respondents disagree with 
the statement, may be because of direct association mutual fund industry with the stock 
market, which is very much volatile in nature. 13%of the respondents don't have any 
opinion i.e. they doesn't agree or disagree with the statement. 
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Mutual Fund Investments Provide Shield Against The Risk Of Loss Due To Direct 
Investment Into Shares 
Fig 4.25: 
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The above diagram shows that 72% of the respondents agree to the statement that Mutual 
Fund investments provides shield against the risk of loss due to direct investment into 
shares. The reason being that in mutual fund the risk factor is comparatively lesser than 
the direct investment into the stock due to diversification of the risk into various securities. 
17% of the respondents don't agree to the statement due to the direct dependence of 
mutual fund industry on the stock market and 11% does not have any opinion regarding 
this. 
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Age 
Fig 4.26: 
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5 Data Analysis Using SPSS: 
This part of the study depicts the reliability of the coefficients of the questionnaire and the 
authenticity of the factors used for determining the perception of the investors in public 
sector and private sector mutual funds. The coiTclations between the factors through 
various statistical tools used hereunder prove and test the communalities and the amount 
of variance in each variable that is accounted for in the study. 
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For the same the undemoted component matrix analysis has been used: 
Extraction method principal component analysis 
Total Variance explained 
Communalities 
Factor analysis 
Barchart 
PMPBSMF Private sector mutual funds perform better than public sector mutual funds), 
PSMFMSTPSMF (Public sector mutual fiind are secure than mutual funds) 
Cross tabs- Cross processing summary 
Correlation 
Closed ended and open ended schemes. 
Descriptive statistics. 
5.1 Reliability Analysis: 
The reliability test is a test where we try to judge the feasibility of our questionnaire in 
terms of the parameters or variables which are there in the questionnaire to check whether 
they are dependent or independent. The most feasible solution to this would be that the 
questionnaire should have more and more variables which are dependent on one another. 
For the questionnaire the reliability analysis shows that the variables involved are 
dependent upon one another which are desired outcome. 
Summary items statistics- 30 items. 
Reliability Statistics 
Cronbach's 
Alpha 
.989 
Cronbach's 
Alpha Based 
on 
Standardized 
Items 
.994 
N of Items 
30 
As ALPHA was found to be more than 0.7 the scale constructed was found to be reliable. 
Moreover the factors have found to be dependent upon themselves and they are not 
independent. 
5.2ANNOVA: 
The anova test is used to check whether several means for different conditions or groups 
are equal across one variable or not. The anova for our questionnaire shows the F test 
value of 540.371 and the grand mean as 3.5 (approx). 
Summary Item Statistics 
Item Means 
Mean 
3.512 
Minimum 
1.302 
Maximum 
6.046 
Range 
4.744 
Scale Statistics 
Mean 
105.3740 
Variance 
1202.794 
Std. 
Deviation 
34.68133 
N of Items 
30 
Maximum / 
.Vlinimum 
4.645 
Variance 
.869 
N of Items 
30 
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ANOVA 
Between People 
Within People Between Items 
Residual 
Total 
Total 
Sum of 
Squares 
10464.311 
6602.465 
3189.002 
9791.467 
20255.778 
Df 
261 
29 
7569 
7598 
7859 
Mean Square 
40.093 
227.671 
.421 
1.289 
2.577 
F 
540.371 
Sig 
.000 
Grand Mean = 3.5125 
df: degrees of freedom 
square of the mean 
fisher test 
The above Anova test signifies that the population of the respondents is normally distributed 
and the null hypothesis is suppose to be correct. The standard deviation of the population is 
equal. 
ANOVA: Between Age and Income 
ANOVA 
Age 
Between Groups (Combined) 
Linear Term Unweighted 
Weighted 
Deviation 
Within Groups 
Total 
Sum of Squares 
281.452 
90.867 
261.187 
20.266 
25.391 
306.844 
df 
3 
1 
1 
2 
258 
261 
Mean Square 
93.817 
90.867 
261.187 
10.133 
.098 
F 
953.286 
923.311 
2653.938 
102.960 
Sig. 
.000 
.000 
.000 
.000 
This is annova between age and income and this is done to .05 level of significance. 
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This is the plot between the age and the income in terms of their respective mean values. 
The above graph is a clear representation of the fact that as the mean age of the 
respondents goes on increasing the income level of the respondent's increases. 
ANOVA 
Age 
Between Groups (Combined) 
Linear Temi Unweighted 
Weighted 
Deviation 
Within Groups 
Total 
Sum of Squares 
260.992 
171.308 
252.339 
8.653 
45.852 
306.844 
dt" 
3 
1 
1 
2 
258 
261 
Mean Square 
86.997 
171.308 
252.339 
4.326 
.178 
F 
489.521 
963.927 
1419.875 
24.344 
Sig. 
.000 
.000 
.000 
.000 
This is the anova test between the age and the profession which has been done in tenns of 
95 % level of significance. 
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This is the mean value plot between age and the profession. The graph clearly represents 
that the respondents consisted of less number of CA's and more number from other 
profession. 
5.3 Correlations: 
The correlation between various variables shows the dependency of one variable on the 
other. The extent to which one variable varies with respect to the other is derived out of 
correlation. The co relation can be positive or negative. For the questionnaire we have 
calculated correlations for those variables which carried more weight age in the 
questionnaire. 
Correlations (Between SFI and RMF) 
Descriptive Statistics 
SFI 
RMF 
Mean 
2.9313 
3.5496 
Std. 
Deviation 
1.44737 
2.19618 
N 
262 
262 
SFI: Source of infonnation 
RMF: Return on Mutual Funds 
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Correlations 
SFI Pearson Correlation 
Sig. (2-tailed) 
N 
RMF Pearson Correlation 
Sig. (2-tailed) 
N 
SFI 
1 
262 
.912 
.000 
262 
RMF 
* • * • 
.912 
.000 
262 
1 
262 
**. Correlation is significant at the 0.01 level (2-
tailed). 
The above results clearly shows that these two variables are dependent upon one another 
and for 1 degree change in one would lead to 0.912 degree change in the other. 
Correlations (Between SOF and PS) 
Descriptive Statistics 
SOF 
PS 
Mean 
3.8702 
3.7214 
Std. 
Deviation 
1.22488 
1.61964 
N 
262 
262 
SOF: Size of fund 
PS: Portfolio selection 
Correlations 
SOF Pearson Coirelation 
Sig. (2-tailed) 
N 
PS Pearson Correlation 
Sig. (2-tailed) 
N 
SOF 
1 
262 
.928 
.000 
262 
PS 
.928 
.000 
262 
1 
262 
**. Correlation is significant at the 0.01 level (2-tailed). 
The above results clearly shows that these two variables are dependent upon one 
another and for 1 degree change in one would lead to 0.928 degree change in the 
other. 
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Correlations (Between NAV and R) 
Descriptive Statistics 
NAV 
R 
Mean 
4.2901 
4.7405 
Std. 
Deviation 
.75291 
.66191 
N 
262 
262 
NAV: Net asset value 
R: Return 
Correlations 
NAV Pearson Correlation 
Sig. (2-tailed) 
N 
R Pearson Correlation 
Sig. (2-tailed) 
N 
NAV 
1 
262 
.759" 
.000 
262 
R 
.759 
.000 
262 
1 
262 
**. Correlation is significant at the 0.01 level (2-tailed). 
The above results clearly shows that these two variables are dependent upon one 
another and for 1 degree change in one would lead to 0.759 degree change in the 
other. 
Correlations (Between PMPBPSMF and PSMFMSTPSMF) 
Descriptive Statistics 
PMPBPSMF 
PSMFMSTPS 
MP 
Mean 
3.5420 
2.7252 
Std. 
Deviation 
1.55245 
1.31629 
N 
262 
262 
Private sector perform better than public sector and public sector funds are more secure 
than private sector 
Correlations 
PMPBPSMF 
PSMFMSTPS 
MF 
Pearson Coirelation 
Sig. (2-tailed) 
N 
Pearson Couelation 
Sig. (2-tailed) 
N 
PMPBPSM 
F 
1 
262 
.866" 
.000 
262 
PSMFMSTPS 
MF 
.866" 
.000 
262 
1 
262 
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CorreJations 
PMPBPSMF Pearson Correlation 
Sig. (2-tailed) 
N 
PSMFMSTPS Pearson Correlation 
MF Sig. (2-tailed) 
N 
PMPBPSM 
F 
1 
262 
.866 
.000 
262 
PSMFMSTPS 
MF 
.866" 
.000 
262 
1 
262 
**. Correlation is significant at the 0.01 level (2-tailed). 
The above results clearly shows that these two variables are dependent upon one another 
and for 1 degree change in one would lead to 0.866 degree change in the other. 
Correlations (Bet^ veen MFBP and CEEMFLR) 
Descriptive Statistics 
MFBP 
CEEMFL 
R 
Mutual func 
Mean 
3.0382 
3.3206 
with balai 
Std. 
Deviation 
1.19324 
1.16308 
iced portfolio i 
N 
262 
262 
md closed ended mutual funds are risky 
Correlations 
MFBP 
CEEMFL 
R 
Pearson Coirelation 
Sig. (2-tailed) 
N 
Pearson Correlation 
Sig. (2-tailed) 
N 
MFBP 
1 
262 
.910" 
.000 
262 
CEEMFL 
R 
.910 
.000 
262 
1 
262 
**. Coirelation is significant at the 0.01 level (2-
tailed). 
The above results clearly shows that these two variables are dependent upon one another 
and for 1 degree change in one would lead to 0.910 degree change in the other. 
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Correlations (Between OEMFLS and MFLOSA) 
Descriptive Statistics 
OEMFLS 
E 
MFLOSA 
Mean 
4.1718 
3.6947 
Std. 
Deviation 
.94943 
1.42980 
N 
262 
262 
OEMFLSE: Open ended to be listed in stock market 
MFLOSA: Mutual fund investment is like owning any other asset 
Correlations 
OEMFLS 
E 
MFLOSA 
Pearson Correlation 
Sig. (2-tailed) 
N 
Pearson Correlation 
Sig. (2-tailed) 
N 
OEMFLS 
E 
1 
262 
.911" 
.000 
262 
MFLOS 
A 
3 K * 
.911 
.000 
262 
1 
262 
**. Correlation is significant at the 0.01 level (2-
tailed). 
The above results clearly shows that these two variables are dependent upon one another 
and for 1 degree change in one would lead to 0.911 degree change in the other. 
Correlations (Between CEEMFLR and OEMFLSE) 
Descriptive Statistics 
CEEMFL 
R 
OEMFLSE 
Mean 
3.3206 
4.1718 
Std. 
Deviation 
1.16308 
.94943 
N 
262 
262 
CEEMFLR: Close ended mutual funds are risky 
OEMFLSE: Open ended mutual funds should be listed on stock exchange 
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Correlation 
CEEMFL Pearson Correlation 
^ Sig. (2-tailed) 
N 
OEMFLSE Pearson Correlation 
Sig. (2-tailed) 
N 
CEEMFL 
R 
1 
262 
.904 
.000 
262 
**. Correlation is significant at the 0.01 leve 
OEMFLS 
E 
.904 
.000 
262 
1 
262 
(2-tailed). 
The above results clearly shows that these two variables are dependent upon one another 
and for 1 degree change in one would lead to 0.904 degree change in the other. 
5.4 CROSS TABS: 
The cross tab is a tool where we try to keep one parameter constant and check for the 
variability of the other parameter from it. In the questionnaire the cross tabs have been 
calculated for various variables which carry significant weightage in the questionnaire. 
TABLE: 5.4.1 - Crosstabs 
Public sector mutual funds are more secure than private sector mutual funds 
PMPBPSMF * PSMFMSTPSMF Crosstabuladon 
PMPBPS 
MF 
strongly 
disagree 
Disagree 
Count 
% within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
Count 
% within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
strongly 
disagree 
47 
100.0% 
100.0% 
17.9% 
0 
.0% 
.0% 
.0% 
PSMFMSTPSMF 
Disagr 
eed 
0 
.0% 
.0% 
.0% 
31 
100.0 
% 
30.4% 
11.8% 
neither 
disagre 
enor 
agree 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
agree 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
stro 
ngly 
agre 
e 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
Total 
47 
100. 
0% 
17.9 
% 
17.9 
% 
31 
100. 
0% 
11.8 
% 
11.8 
% 
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Total 
neither 
agree noi 
disagree 
Agree 
strongly 
agree 
Count 
' % within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
Count 
% within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
Count 
% within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
Count 
% within PMPBPSMF 
% within 
PSMFMSTPSMF 
% of Total 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
47 
17.9% 
100.0% 
17.9% 
27 
100.0 
% 
26.5% 
10.3% 
44 
93.6% 
43.1% 
16.8% 
0 
.0% 
.0% 
.0% 
102 
38.9% 
100.0 
% 
38.9% 
0 
.0% 
.0% 
.0% 
3 
6.4% 
16.7% 
1.1% 
15 
13.6% 
83.3% 
5.7% 
18 
6.9% 
100.0% 
6.9% 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
66 
60.0% 
100.0 
% 
25.2% 
66 
25.2% 
100.0 
% 
25.2% 
0 
.0% 
.0% 
.0% 
0 
.0% 
.0% 
.0% 
29 
26.4 
% 
100. 
0% 
11.1 
% 
29 
11.1 
% 
100. 
0% 
11.1 
% 
27 
100. 
0% 
10.3 
% 
10.3 
% 
47 
100. 
0% 
17.9 
% 
17.9 
% 
110 
100. 
0% 
42.0 
% 
42.0 
% 
262 
100. 
0% 
100. 
0% 
100. 
0% 
Private sector perform better thiiii public sector mutual funds 
Public sector mutual funds are more secure than private sector mutual funds 
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Bar Chart 
PSMFMSTPSMF 
strongly disagree 
disagree 
El neither disagree nor agree 
agree 
n strongly agree 
strongly 
disagree 
disagree neither agree 
nor disagree 
PMPBPSMF 
agree strongly agree 
The cross tab as explained earlier is supposed to show the variation of one variable against 
the other. The above results show that private sector mutual fund perform better than 
public sector mutual fund is a variable which is taken as constant on x axis and its related 
with the security issue. The respondents strongly agree that if the variable along x axis is 
agreed upon then they go after the security issue. 
Cross tabs (Based upon Perceptual Parameters) 
Qualitative Aspect as per the Respondents: 
As per the responses received from the customers in regard to question 28 crosstabs has 
been used whicli is based on perceptual parameters for evaluating the Public sector and 
Private sector mutual funds. On the X axis PSMFSTPSMF and on Y axis we have taken 
the behavioral parameters which depicts that qualitative parameters play a key role in 
detemiining the importance of private or public sector mutual funds. The undernoted bar 
chart on data analysis shows that there exists a perceptual difference among the customers 
of Public sector and Private sector organizations in regard to the dimensions of trust, 
bonding, communication, empathy, reciprocity, customer satisfaction. The analysis depicts 
that the Public sector has to adopt radical perceptual orientation in the personnel to satisfy 
the customer expectations in regard to relationship marketing philosophy. 
(i) Private sector mutual funds perform better vs perceptual parameters 
122 
PMPBPSMF 
Total 
5.4.2 PMPBPSMF * BA Crosstabulation 
strongly disagree Count 
% within 
PMPBPS 
MP 
% within 
BA 
Disagree Count 
% within 
PMPBPS 
MF 
% within 
BA 
neither agree nor disagree Count 
% within 
PMPBPS 
MF 
% within 
BA 
Agree Count 
% within 
PMPBPS 
MF 
% within 
BA 
strongly agree Count 
% within 
PMPBPS 
MF 
% within 
BA 
Count 
% within 
PMPBPS 
MF 
% within 
BA 
BA 
Trust 
0 
.0% 
.0% 
0 
.0% 
.0% 
6 
22.2% 
13.6% 
23 
48.9% 
52.3% 
15 
13.6% 
34.1% 
44 
16.8% 
100.0 
% 
bond 
ing 
14 
29.8 
% 
34.1 
% 
5 
16.1 
% 
12.2 
% 
0 
.0% 
.0% 
14 
29.8 
% 
34.1 
% 
8 
7.3% 
19.5 
% 
41 
15.6 
% 
100. 
0% 
empat 
hy 
29 
61.7% 
50.0% 
10 
32.3% 
17.2% 
0 
.0% 
.0% 
10 
21.3% 
17.2% 
9 
8.2% 
15.5% 
58 
22.1% 
100.0 
% 
Recip 
rocity 
0 
.0% 
.0% 
0 
.0% 
.0% 
0 
.0% 
.0% 
0 
.0% 
.0% 
45 
40.9% 
100.0 
% 
45 
17.2% 
100.0 
% 
Com 
munic 
ation 
skills 
4 
8.5% 
10.8% 
11 
35.5% 
29.7% 
0 
.0% 
.0% 
0 
.0% 
.0% 
22 
20.0% 
59.5% 
37 
14.1% 
100.0 
% 
Cultur 
e 
0 
.0% 
.0% 
5 
16.1% 
23.8% 
8 
29.6% 
38.1% 
0 
.0% 
.0% 
8 
7.3% 
38.1% 
21 
8.0% 
100.0 
% 
Custom 
er 
satisfact 
ion 
0 
.0% 
.0% 
0 
.0% 
.0% 
13 
48.1% 
81.3% 
0 
.0% 
.0% 
3 
2.7% 
18.8% 
16 
6.1% 
100.0% 
Total 
47 
100.0 
% 
17.9% 
31 
100.0 
% 
11.8% 
27 
100.0 
% 
10.3% 
47 
100.0 
% 
17.9% 
110 
100.0 
% 
42.0% 
262 
100.0 
% 
100.0 
% 
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Symmetric Measures 
Interval by Interval Pearson's R 
Ordinal by Ordinal Spearman Correlation 
N of Valid Cases 
Value 
.043 
.114 
262 
Asymp. Std. 
Error" 
.047 
.057 
Approx. T'' 
.695 
1.847 
Approx. Sig. 
.488' 
.066' 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 
The respondents have clearly shown that the reciprocity plays a key role as perceptual 
parameters in the buying of private sector mutual funds. 
(ii) Public sector mutual funds are secure than private mutual funds vs perceptual 
parameters. 
5.4.3 PSMFSTPSMF 
PSMFSTPSMF strongly disagree 
Disagree 
neither disagree nor agree 
Agree 
Count 
% within 
PSMFST 
PSMF 
% within 
BA 
Count 
% within 
PSMFST 
PSMF 
% within 
BA 
Count 
% within 
PSMFST 
PSMF 
% within 
BA 
Count 
% within 
PSMFST 
PSMF 
* BA Crosstabulation 
BA 
Trust 
0 
.0% 
.0% 
29 
28.4% 
65.9% 
0 
.0% 
.0% 
9 
13.6% 
bond 
ing 
14 
29.8 
% 
34.1 
% 
19 
18.6 
% 
46.3 
% 
0 
.0% 
.0% 
0 
.0% 
empat 
hy 
29 
61.7% 
50.0% 
17 
16.7% 
29.3% 
5 
27.8% 
8.6% 
5 
7.6% 
Reci 
proci 
ty 
0 
.0% 
.0% 
0 
.0% 
.0% 
13 
72.2 
% 
28.9 
% 
19 
28.8 
% 
Comm 
unicati 
on 
skills 
4 
8.5% 
10.8% 
11 
10.8% 
29.7% 
0 
.0% 
.0% 
22 
33.3% 
Cult 
ure 
0 
.0% 
.0% 
13 
12.7 
% 
61.9 
% 
0 
.0% 
.0% 
8 
12.1 
% 
Custo 
mer 
satisfac 
tion 
0 
.0% 
.0% 
13 
12.7% 
81.3% 
0 
.0% 
.0% 
3 
4.5% 
T 
0 
t 
a 
1 
47 
100. 
0% 
17.9 
% 
102 
100. 
0% 
38.9 
% 
18 
100. 
0% 
6.9 
% 
66 
100. 
0% 
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% within 
BA 
strongly agree Count 
Total 
% within 
PSMFST 
PSMF 
% within 
BA 
Count 
% within 
PSMFST 
PSMF 
% within 
BA 
20.5% 
6 
20.7% 
13.6% 
44 
16.8% 
100.0 
% 
.0% 
8 
27.6 
% 
19.5 
% 
41 
15.6 
% 
100. 
0% 
8.6% 
2 
6.9% 
3.4% 
58 
22.1% 
100.0 
% 
42.2 
% 
13 
44.8 
% 
28.9 
% 
45 
17.2 
% 
100. 
0% 
59.5% 
0 
.0% 
.0% 
37 
14.1% 
100.0 
% 
38.1 
% 
0 
.0% 
.0% 
21 
8.0% 
100. 
0% 
18.8% 
0 
.0% 
.0% 
16 
6.1% 
100.0 
% 
25.2 
% 
29 
100. 
0% 
11.1 
% 
262 
100. 
0% 
100. 
0% 
Symmetric Measures 
Interval by Interval Pearson's R 
Ordinal by Ordinal Spearman Correlation 
N of Valid Cases 
Value 
.125 
.170 
262 
Asymp. Std. 
Error'' 
.054 
.055 
Approx. T'' 
2.027 
2.781 
Approx. Sig. 
.044' 
.006' 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 
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Bar Chart 
BA 
• trust 
H bonding 
n empathy 
M Reciprocity 
n Communication sl<ills 
a Culture 
m Customer satisfaction 
strongly disagree neither 
disagree disagree nor 
agree 
PSMFSTPSMF 
1 T " 
agree strongly agree 
PSMFSTPSMF: Public sector mutual funds are secure than private sector mutual funds 
(On perceptual parameters). 
The respondents have disagreed with the perceptual parameters of empathy and trust 
playing a key role in detennining that public sector mutual funds as more secure than 
private sector mutual funds. 
5.5 Factor Analysis: 
The factor analysis is done to check or pick those variables which are highly correlated 
with one another. In the factor analysis a table is created where the coiTclation is 
calculated with itself and with all the other variables or parameters involved in the 
questionnaire. By simply analyzing the degree of relation between variables we can pick 
the most important variables in the questionnaire. Moreover this is done for reducing the 
number of variables in the questionnaire so that they can be grouped in effective factors. 
For our study two factors have been found to exist. 
Communalities - This is the proportion of each variable's variance that can be explained 
by the principal components (e.g., the underiying latent continua). It is also noted as h" 
and can be defined as the sum of squared factor loadings. 
Total Variance Explained: 
Component - There are as many components extracted during a principal components 
analysis as there are variables that are put into it. In our example, we used 12 variables 
(item 13 through item24), so we have 12 components. 
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Initial Eigenvalues - Eigenvalues are the variances of the principal components. Because 
we conducted our principal components analysis on the correlation matrix, the variables 
are standardized, which means that the each variable has a variance of 1, and the total 
variance is equal to the number of variables used in the analysis, in this case, 12. 
Total - This column contains the eigenvalues. The first component will always account 
for the most variance (and hence have the highest eigenvalue), and the next component 
will account for as much of the left over variance as it can, and so on. Hence, each 
successive component will account for less and less variance. 
% of Variance - This column contains the percent of variance accounted for by each 
principal component. 
Cumulative Vo - This column contains the cumulative percentage of variance accounted 
for by the current and all preceding principal components. For example, the third row 
shows a value of 68.313. This means that the first three components together account for 
68.313% of the total variance. (Remember that because this is principal components 
analysis, all variance is considered to be true and common variance. In other words, the 
variables are assumed to be measured without error, so there is no error variance.) 
Extraction Sums of Squared Loadings - The three columns of this half of the table 
exactly reproduce the values given on the same row on the left side of the table. The 
number of rows reproduced on the right side of the table is determined by the number of 
principal components whose eigen values are 1 or greater. 
Component Matrix - This table contains component loadings, which are the correlations 
between the variable and the component. Because these are correlafions, possible values 
range from -1 to +1. 
TABLE 5.5.1: Communalities 
IMF 
ITI 
FOI 
SOIA 
Pmf 
SFI 
RMF 
PR 
GP 
CR 
MF 
DAI 
SOF 
PS 
NAV 
R 
Initial 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
Extraction 
.890 
.834 
.976 
.933 
.902 
.945 
.925 
.949 
.894 
.940 
.925 
.929 
.958 
.905 
.704 
.784 
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MFUSI 
MFHRO 
PMPBPSMF 
HTSMF 
MFLCFB 
MFBP 
CEEMFLR 
PSMFMSTPS 
MF 
OEMFLSE 
MFLOSA 
MFSRADIS 
Age 
Income 
Profession 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
1.000 
.946 
.945 
.944 
.918 
.947 
.933 
.912 
.936 
.925 
.953 
.956 
.941 
.879 
.922 
Extraction Method: Principal 
Component Analysis. 
As per list of abbreviations. 
Comp 
onent 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
TABLE: 5.5.2 -- Total Variance Explained 
Initial Eigenvalues 
Total 
25.471 
1.980 
.751 
.396 
.283 
.215 
.185 
.122 
.106 
.077 
.065 
.048 
.043 
.040 
.035 
.025 
.023 
.019 
.018 
%of 
Variance 
84.904 
6.601 
2.503 
1.321 
.945 
.717 
.618 
.408 
.353 
.255 
.216 
.160 
.142 
.134 
.116 
.085 
.077 
.065 
.060 
Cumulative % 
84.904 
91.505 
94.008 
95.329 
96.274 
96.991 
97.609 
98.017 
98.369 
98.624 
98.840 
99.000 
99.142 
99.275 
99.392 
99.476 
99.553 
99.618 
99.678 
Extraction Sums of Squared Loadings 
Total 
25.471 
1.980 
%of 
Variance 
84.904 
6.601 
Cumulative % 
84.904 
91.505 
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20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
.017 
.015 
.013 
.010 
.010 
.009 
.007 
.006 
.005 
.004 
-7.938E-18 
.055 
.051 
.045 
.035 
.033 
.028 
.025 
.020 
.017 
.014 
-2.646E-17 
99.733 
99.784 
99.829 
99.863 
99.896 
99.925 
99.949 
99.970 
99.986 
100.000 
100.000 
Extraction Method: Principal Component Analysis. 
TABLE 5.5.3: Component Matrix' 
IMF 
ITl 
FOI 
SOIA 
Pmf 
SFl 
RMF 
PR 
GP 
CR 
MF 
DAI 
SOF 
PS 
NAV 
R 
MFUSl 
MFHRO 
PMPBPSMF 
HTSMF 
MFLCPB 
MFBP 
CEEMFLR 
PSMFMSTPS 
MF 
OEMFLSE 
Component 
1 
.804 
.693 
.983 
.884 
.875 
.948 
.928 
.937 
.941 
.949 
.953 
.954 
.972 
.937 
.839 
.702 
.971 
.969 
.971 
.948 
.955 
.936 
.953 
.912 
.953 
2 
.494 
.595 
.096 
.390 
.369 
.214 
.254 
-.267 
-.091 
-.199 
-.131 
-.138 
-.117 
-.162 
.001 
-.539 
-.063 
-.073 
-.030 
-.143 
.188 
.241 
-.063 
.323 
-.131 
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MFLOSA 
MFSRADIS 
Age 
Income 
Profession 
.972 
.958 
.951 
.938 
.^11 
-.097 
-.196 
-.191 
.002 
-.392 
As per list of abbreviations. 
Extraction Method: Principal 
Component Analysis. 
a. 2 components extracted. 
The factor analysis has been conducted so as to reduce the number of variables which are 
important in the questionnaire. In the case of ours since there were a large number of 
variables which were highly dependent upon one another so in order to reduce them we 
conducted the factor analysis and the effective number of variables were derived out. 
On the basis of the data analysed through factor analysis and total variance explained 
through extraction method principle and component analysis the results have revealed that 
there is a strong co-relation between the preferences of the investors for various 
components involved for investments. 
All questions in the questionnaire correlate fairly well and none of the coefficient is 
particularly large. Therefore there is no need to consider eliminating any questions. 
Communalities indicate the amount of variance in each variable that is accounted for. 
(ALL THE FACTOR ANALYSIS TABLES ARE ATTACHED IN ANNEXURE I) 
5.6 t-Test: 
Paired t test: 
This test is based on the difference between the two variables. Under "Paired Differences" 
we see the descriptive statistics for the difference between the two variables. The 
significance value does not really show the effect of pre and post test analysis on the 
questionnaire. 
One-Sample Statistics 
Returns 
N 
262 
Mean 
3.7252 
Std. Deviation 
1.38162 
Std. Error 
Mean 
.08536 
One-Sample Test 
Returns 
T 
43.643 
Test Value = 0 
df 
261 
Sig. (2-tailed) 
.000 
Mean 
Difference 
3.72519 
95% Confidence Interval of the 
Difference 
Lower 
3.5571 
Upper 
3.8933 
This test has been carried out between public sector and private sector mutual funds. It 
clearly shows that the public sector and private sector hypothesis has been verified as 
correct. 
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t test: 
Pairl PMPBPSMF 
PSMFSTPSMF 
Paired Samples Statistics 
Mean 
3.5420 
2.7252 
N 
262 
262 
Std. Deviation 
1.55245 
1.31629 
Std. Error 
Mean 
.09591 
.08132 
Paired Samples Correlations 
Pair 1 PMPBPSMF & 
PSMFSTPSMF 
N 
262 
Correlation 
.866 
Sig. 
.000 
Paired Samples Test 
Pair PMPBPSMF -
1 PSMFSTPSMF 
Paired Differences 
Mean 
.81679 
Std. 
Deviation 
.77609 
Std. 
Error 
Mean 
.04795 
95% Confidence 
Interval of the 
Difference 
Lower 
.72238 
Upper 
.91121 
t 
17.035 
df 
261 
Sig. (2-
tailed) 
.000 
The t test has also been conducted in the analysis which also signifies that the hypothesis 
which we had assumed earlier in case of public sector and private sector mutual funds is 
correct and they adhere to the required level of significance. 
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CHAPTER 5 
CONCLUSION, FINDINGS & SUGGESTIONS 
CONCLUSION 
In the last decade we have seen enormous growth in the size of mutual fund industry in 
India. Especially the private sector has shown tremendous growth. With unmatched 
advances on the information technology, increased role of the institutional investors in the 
stock market and the SEBI still in its infancy, the mutual fund industry players gained 
unparallel and unchecked power. To ensure the safety of the investment against whims 
and fancies of professional fund managers have become the need of the hour. 
The present study has been undertaken to impart awareness of the functioning of the 
mutual funds and also to provide information, knowledge and insight for taking 
investments decision pragmatically and also simultaneously ward off the impending risk in 
taking investment decision. Also it was conducted to know the changes in the management 
pattern of private and public sector mutual fund. The role of SEBI on one hand and the 
performance of the schemes launched by both the sector mutual fund on the other. The 
study also examined, whether the claims of mutual fund for providing diversified portfolio 
of securities so as to earn better return is justified or not by measuring the performance of 
most preferred mutual fund in the category of both private sector and public sector mutual 
fund. 
The major objective was to analyze in detail the performance evaluation of mutual funds 
in the public and private sector. And the specific objectives to examine the different 
schemes, launched by the public sector and private mutual fiands in India and to identify 
their response and performance; to evaluate the performance of mutual funds on the basis 
of quantitative and qualitative measures and to find the extent of diversification in the 
portfolio of securities of public-sector sponsored and private-sector sponsored mutual 
funds; to compare the performance of public-sector sponsored and private-sector 
sponsored mutual funds using traditional investment measures and to suggest measures to 
be implemented by the mutual fund companies. Another objective was to study the 
investor behavior in mutual fund schemes. These objectives have been achieved by the 
study by data analysis, descriptive statistics including means and Standard deviations. The 
objectives have been attained through the scale statistics, T Test, ANOVA, Cross 
tabulations, SPSS, Pie Charts, Factor Analysis, along with using the technique of 
Commonalities and Component Matrix. 
On the basis of primary and secondary data analysis the under noted conclusions have 
been achieved from the study: 
1) Mutual funds are classified as open and closed end. Closed end funds are traded 
like other securities. They do not redeem units for their investors. Open end funds 
redeem units for net asset value at the request of the investor. 
2) Net asset value equals the market value of assets held by the mutual fund minus the 
liabilities of the fund divided by the shares outstanding. 
3) Mutual funds free the individuals from any administrative burdens of owning 
individual securities and offer professional management of the portfolio. They also 
offer advantages that are available only to large scale investors such as discounted 
traded costs. 
4) Mutual funds are often categorized by investment policy which are further grouped 
according to the emphasis on income versus growth; fixed income funds; balanced 
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and income funds; assed allocation funds; index fiinds and specialized sector 
flinds. 
5) Cost of investing in mutual fiinds involve front end loads which are sales charges; 
back end loads which are redemption fees which are more formally, contingent-
deferred charges; fund operating expenses. 
6) Income earned on mutual fund portfolio's is not taxed at the level of the fund 
instead, as long as the fund meets certain requirements for pass through status, the 
income is treated as being earned by the investors in the fund. 
Bulk of the literature shows that there are a number of factors that determine and impact 
the perfomiance and growth of mutual funds. The study showed that there are traces of 
evidence to show that there is no positive relationship between the past and the current 
performance and there is an inverse relationship between the transaction cost and 
performance of the funds. 
On the basis of the secondary data the undemoted conclusions have been achieved: 
Portfolio turnover ratio: on the basis of portfolio turnover ratio, the best performance has 
been shown by Franklin India prima, Franklin India prima plus and Kotak MNC and, 
average performance has been shown by UTI mutual fiinds (except growth and value 
fund), reliance mutual fund and prudential ICICI mutual fiind to private sector is very 
high. 
Expense ratio.- from expense ratio point of view the best performance has been shown by 
schemes of reliance mutual fund. SBI magnum multiplier plus, UTI master growth and 
Franklin India blue-chip has performed average in ternis of expenses incurred. Overall all 
other schemes whether public sector or private sector have performed very badly on the 
basis of expense ratio. 
Return earned by the schemes: on the basis of average 3 year returns, SBI Magnum tax 
gain, Franklin India Prima, HDFC tax saver, HDFC long term advantage and the schemes 
of prudential ICICI mutual funds and reliance mutual ftinds has been on the top of the 
performance chart. The worst performance in terms of last average 3 year returns has been 
shown by SBI magnum contra, SBI Magnum Multiplier, Franklin India tax shield JM 
equity, Kotak 30 and all the schemes of UTI mutual fund (except UTI growth & value 
fund). 
SBI magnum contra, HDFC tax saver, HDFC top 200 and reliance vision have performed 
very well on the basis of Sharpe ratio which implies that these schemes have been able to 
generate better expenses return per unit of standard deviation than the other schemes of the 
same type in the industry. The schemes which have perfonncd very badly includes SBI 
magnum multiplier plus, UTI brand value, UTI grandmaster, UTI master growth, Franklin 
India blue-chip, Franklin India tax shield, Templeton Growth Fund, Kotak MNC and both 
the schemes of prudential ICICI mutual fund. 
According to Treynor ratio has been given to Franklin India Prima, HDFC tax saver and 
reliance growth has perfonued well. The schemes which have shown poor perfomiance as 
per Treynor ratio are SBI magnum multiplier plus, UTI brand value, UTI master growth, 
Franklin India tax shield , Templeton growth fund and Kotak MNC. 
On comparing the various schemes on the basis of Jensen ratio, most of the schemes have 
performed either good or average with exception of some of the schemes like SBI 
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magnum multiplier plus, Franklin India blue chip, Franklin India tax shield, HDFC top 
200, reliance vision and all the schemes of UTI mutual fund (excluding UTI grandmaster). 
Standard deviation; on the basis of standard deviation, it is being observed that SBI 
magnum multiplier, SBI magnum tax gain and prudential ICICI tax plan have shown 
higher level of risk and therefore higher deviation from the expected level of returns. 
Lower standard deviation indicating low deviation from return expected is shown by the 
UTI brand value, UTI equity tax saving plans, UTI grandmaster Franklin India Prima plus, 
Franklin India tax shield, HDFC capital builder, HDFC equity , HDFC tax saver, JM 
equity, Kotak 30 and Kotak MNC. 
Systematic risk.- beta refers to level of systematic risk. Market beta is considered to be 1. 
As per the analysis SBI magnum multiplier plus, SBI Magnum tax gain and prudential 
ICICI tax plan have been categorized to have higher beta indicating beta more than 1 
implying very high risk undertaken. UTI brand , UTI equity tax saving plan, Franklin 
India prima plus, HDFC capital builder, HDFC tax saver, JM equity and Kotak MNC with 
lower beta shows the lower systematic risk that is not known which shows higher 
efficiency on the part of mutual fund company. On comparing private sector with public 
sector, it is observed that private sector mutual fund companies has been much more 
cautions in taking than public sector schemes as it can be inferred from the beta of various 
schemes. 
Coefficient of determination.- schemes like SBI magnum mulfiplier plus, JM equity, Kotak 
30, HDFC equity and all the schemes of UTI mutual fund and Franklin Templeton (except 
Franklin India prima) with higher R^  shows higher diversification indicafing that these 
schemes have been able to explain the variation in the fund as against market index. Hence 
almost all the schemes have been able to justify the variation in their returns with either 
high or average R^  but those schemes whose return have not been able to justify the 
variation in their returns with either high or average R but those schemes whose return 
have not been justifiable includes Franklin India prima, HDFC capital builder, HDFC tax 
saver and Kotak MNC. 
The various schemes of the mutual funds have been analyzed by using tools such as 
standard deviation, coefficient of detennination, Beta, Risk Adjusted Return, Sharpe 
Ratio, Treynor Ratio and Jensen Ratio. 
The comparative analysis of all the schemes has been done by finding the range of the 
parameter for which categorization has been done, then the range was divided by number 
of intervals and dividing the same by 3 to fonn the class of intervals for 3 categories of 
perfonnance - Bad, Good and Average. As per TABLE 4.11 which indicates the overall 
pcrfonnance of both Public and Private Sectors. 
Ty\BLE 4.12 indicates the preference for different investment avenues revealed that 
mutual funds with mean ranked value (3.09) real estate (4.18) and shares/debentures (4.36) 
have been ranked at the first second and third place among different forms of investment 
available. Least preferred opfions have been NSC, NSS schemes (7.31) UTI (6.99) Gold 
(6.91) due to blocking of money for a longer period of time and also due to poor 
perfonnance of government owned undertakings. This confinns the preference of 
investors for high returns for different investment avenues and also the point that the 
higher risk taking capacity of the investors in lure of higher returns. 
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TABLE 4.13 indicates the factors influencing fund choice their frequencies along with 
their WAS (Weighted Average Score) and Rank given in ascending order to the various 
factors on the basis of maximum WAS. Hence on the basis of WAS of all the 5 factors the 
study has ascertained that disclosure of adequate information is ranked at the first place 
with WAS (1.21) followed by Market fluctuations as the next most important factor 
influencing the choice of a fund. 
From TABLE 4.14 it has been revealed that returns and undoubtedly the key parameter for 
judging the performance of the mutual finds followed by NAV and size of the fund and 
second and third position respectively hence it can be concluded that returns from a 
particular scheme of mutual funds attracts the investors most and is the key factor in 
investors decision making process. 
PERCEPTION OF INVESTORS TOWARDS MUTUAL FUNDS (On the basis of 
primary data analysis) 
A large number of investors are moving towards mutual fund. Nearly more than three 
fourth of the exisfing investors have decided to invest into mutual fiinds because the 
investment in mutual fiind is being considered to fetch higher returns as compared to other 
investment options. 
The most preferred form of investment by the respondents have been considered as mutual 
funds showing the growing awareness among people towards mutual fund as investment 
options with real estate and shares/debentures being at second and third places. The least 
preferred being investment into NSS, NSC schemes and UTI schemes. (As per table 4.12) 
The most preferred basis while going for an investment option being high returns at first 
place, followed by safety and reliability at second and third place respectiveIy.(As per fig 
4.3) As per the analysis, people prefer to invest in equity schemes the most because of 
higher returns with second best most preferred type being balanced schemes. The sector 
specific (due to limited diversification into particular sector) and debt schemes (due to low 
return) have been considered as the least preferred schemes. (As per fig 4.4) 
Disclosure of adequate infonnation is ranked at the first place followed by market 
fluctuations as the most important factor influencing the choice investment into a fund. 
(Table 4.4) The respondents considers only the return provided on investments by the fund 
to be the best criteria of performance appraisal of a fund followed by net asset value 
(NAV) being the next most prefen'ed criteria for perfonnance appraisal. (As per table 
4.15) Another, starling fact that has emerged in the analysis is that the investors do not rate 
the funds perfonnance based on the size of the fund to be a guarantee for better 
performance, like, in the case of UTI schemes. (As per fig 4.14) 
Majority of investors base their investment decisions either through the newspaper or 
published journals and very minimum number of people base their investments on the 
basis of brokers" advice or suggestions. (As per fig 4.5) 
Analysis of experience as to returns received highlighted the finding that nearly four-fifth 
of the investors ha\'e got either higli or very high returns from investment into mutual 
funds due to boom in the Indian stock markets resulting in higher returns for mutual fund 
investors. And because of such high returns they intend to invest further into mutual fund 
only. (As per fig 4.6) 
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Size of the fund is a very important criterion to judge the performance of a fund indicating 
that if the fiind is increasing in its size over a period of time then growing size of the fund 
v '^ould be a considering factor with respect to judging the performance of the fund. 71 % 
respondents consider this factor significant and around 21 % did not consider this to be 
important factor for evaluating the performance. (As per figure 4.12) 
Majority of the respondents (65%) considered portfolio selection as a significant criterion 
for judging the performance of the fund as there is a direct relationship of the securities 
with the fluctuations in the securities. Out of 262 respondents 30% consider this criterion. 
(As per fig 4.13) 
Majority of the respondents (94%) consider NAV is a very important value judging 
parameter for evaluating the performance of public and private sector mutual fund. (As per 
fig 4.14) 
A large number of respondents (96%)) considered Returns/Dividend is the most significant 
parameter for selecting the schemes of the mutual fiinds. (As per fig 4.15) 
On the basis of the ranking of different parameters for performance criterion, 
Returns/Dividend were ranked as number 1, Net Asset value as number 2, Size of the fund 
as number 3, and portfolio selecfion as number 4 in regards to decision making process by 
the investors. 
Nearly 68% f the respondents agreed that the mutual funds are useful for small investors 
and only 30 %> disagreed with the statement. (As per fig 4.16) 
It has been concluded on the basis of the investors that 16% of them agreed that mutual 
funds give higher return as compared to other investment options, 28 % disagreed with the 
statement.(As per fig 4.17) 
Out of 262 respondents 60%o agreed that the private sector mutual fund perform better than 
public sector mutual fund and only 28 % disagreed with this statement. (As per fig 4.18) 
64%) of the respondents were of the opinion that higher tax shield should be provided for 
mutual fund investors. However 29%o disagreed with this statement. (As per fig 4.19) 
45%) of the respondents agreed with the statement that mutual funds with large corpus 
perform better than the small corpus but 41 % disagreed with the statement with 14 % 
neither disagreeing nor agreeing. The reason for such mixed reaction is that there is no 
such norm in the mutual fund industry that the large corpus perform better than small 
coipus but rather the perfonnance depends on the stocks. (As per fig 4.20) 
40%o of the respondents disagreed with the statement that mutual funds with better 
portfolio only give better results and 39 %o agreed with this statement. It is noticeable that 
21%o of the respondents did not have any pinion about this regards. Hence it is concluded 
that in the cun'ent market scenario given the maximum return is given by equity schemes 
and hence the mixed response has been received for this statement. (As per fig 4.21) 
56%) of the respondents agreed that close ended mutual funds are less risky than open 
ended. 26 %> did not agree as the mutual fund investments are subject to market risk, so 
any downfall in the stock market will have adverse effect. (As per fig 4.22) 
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57% of the respondents disagreed with the statement that pubhc sector mutual funds are 
more secure than private sector mutual funds just because of higher government 
participation in it. This response is given because all mutual funds whether private or 
public mutual funds are subject to risk, so the level of security for both of them is the 
same. (As per fig 4.23) 
65% of the respondents agreed that mutual funds are like owning any asset which may 
have appreciation or depreciation in its value during the period of holding it, whereas 22% 
disagreed with this statement may be because of direct association of mutual fund industry 
with stock market. (As per fig 4.24) 
72% of the respondents agreed with the statement that mutual fund investments provide 
shield against the rise of loss due to direct investment into the shares. 17% did not agree 
with this statement with 11% having no opinion in this regards. (As per fig 4.25) 
The respondents have clearly indicated that reciprocity plays a very vital and key role as a 
perceptual parameter for investing into private sector and public sector. However, they 
have disagreed with the perceptual parameters of empathy and trust playing a key role in 
determining that public sector mutual funds are more secure than private sector mutual 
funds.(As per table 5.4.2 and 5.4.3) 
HYPOTHESES TESTING RESULTS 
Based on the data analysis and the response received on the basis of the questionnaire the 
undemoted hypotheses have been accepted or rejected on the basis of the analytical 
aspects of the study. 
After analyzing the data generated by administering the questioner and making use of 
statistical methods to test the hypotheses it was observed that out of 5 hypotheses 
formulated only one hypothesis was accepted. 
Following is the summary of hypothesis testing results from the survey and testing of 
primary and secondary data. 
HI- There is no significant difference with respect to security aspect of public sector and 
private sector mutual funds. After using statistical tests it as found that HI is accepted. As 
according to customers viewpoint the security dimension between the public sector and 
private sector mutual funds is of not much significance. 
The H2 hypothesis is rejected on the basis of the study as it has been established that there 
is a significant difference in regard to the performance of Private and Public sector Mutual 
Funds. The Private sector funds have been found to be outperforming the Public sector 
funds. 
Hypothesis H3 is rejected as mutual funds investment have been found to be more 
preferred as compared to share, gold, real estate, fixed deposit etc. 
H4 is rejected from the analysis, it has been established that high returns is the most 
prefeiTed factor for in\'esfment into mutual funds. 
H5 is rejected as there is significant difference in regards to relationship orientation like 
reciprocity and trust. 
On the basis of the primary and secondary data analysis the conclusion reached in regard 
to the performance of private sector and public sector mutual funds it has been found that 
the private sector schemes have outperformed the public sector schemes. The public sector 
mutual funds have not been found more secured than private sector mutual funds. The 
investors have ranked mutual fund investments as the most preferred investment avenue as 
compared to shares, fixed deposits, gold and government schemes. High return is the most 
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significant basis for selection of an investment avenue. Maximum number of investors go 
for growth and dividend schemes of mutual funds. Newspapers, journals, TV, internet 
have been found by the investors as the most important source of fund information. 
Disclosure of adequate information is ranked as number one performance criterion for 
investment into mutual funds. Similarly returns/dividends have been ranked as number 
one performance criterion for investment in mutual fiinds. Majority of the investors found 
that mutual funds are a good avenue for investments for small investors. Similarly 
majority of the respondents agree that mutual fiinds give higher returns than other 
investments. Majority of the respondents were of the opinion that private sector mutual 
funds perform better than public sector mutual funds, due to its cost efficient management. 
The respondents strongly agreed that higher tax shield should be provided for mutual fund 
investments. The respondents also opined that close ended mutual funds are less risky than 
open ended mutual funds. They also opined that public sector mutual funds have not been 
found to be more secured than private sector mutual funds. As per the responses it has 
been concluded that there exists a perceptual difference among the customers of public 
and private sector organizations in regard to the dimensions of trust, bonding, 
communication, empathy, reciprocity, customer safisfaction. The analysis depicts that the 
public sector has to adopt radical perceptual orientafion in the personnel to satisfy the 
customer expectation in regard to relationship marketing philosophy. 
Comparative study of public and private sector institutions: 
Public sector insfitufions wishing to pursue relafionship markefing seriously must redesign 
and decentralize the organization. This gives line managers the chance to respond to 
customer issues. Firms may have to move from processing customers in groups to serving 
individual needs. Other changes in policies and procedures to improve the way in which 
customer needs are addressed may also be needed. Human resource policies should focus 
on encouraging employees to build relationships. Employees should be encouraged to 
consider the long term effects of how they treat customers, rather than viewing the 
customer as a one fime buyer. Sales people in particular play a key role in development of 
customer service that leads to loyalty. 
A firm cannot however, simply tell its employees that customer service is the goal. The 
organizational culture has to support a customer- centered approach. Top management 
must be customer -focused and convey that attitude to the employees. They in turn must 
be trained in customer sei'vice. Finns can offer incentives to encourage good service but 
they must also empower employees to address customer concerns. This will not only help 
to improve customer service but also make employees more satisfied within their work. 
Companies need to have a customer service system that not only responds to customer 
complaints but also encourages consumers to complain. A service quality information 
system enables mangers to hear and understand consumer complaints, track perfonnance, 
reward good service and detennine what is important to customers. 
There seems to be widespread agreement that long tenn business success depends on 
organizational abilities to build positive relationships with their customers. However, as 
there are numerous objectives available for specifying one's definition of 'relationship-
building' and myriad potential practices from which scr\'ice fimis can choose and blend t 
customize unique customer relationship building programs for their firms. In much the 
same way as a generic marketing mix cannot be justified for all firms, it would be 
appropriate to recommend a single recipe or 'cement mix' for service organizations to 
cement relationships with their customers. 
For relationship marketing to be more effective in future, we may have to change 
organization structure and attitude of managers to ensure that customers are property 
served...we need to take that thinking further to consider how the organization react more 
sensitively to those parts of the company that serves customers. These touch points will 
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require more corporate visibility, better technology and more say in how relationships are 
developed. The organizations that accept change and use Relationship Marketing 
diligently will develop competitive advantages and will be able to evoke customers' 
loyalty. 
MAJOR FINDINGS OF THE STUDY 
The following are the major finding of the study: 
1. Past record of the organization is a very significant factor for investing in mutual 
fiand. 
2. Growth prospects are another factor which is significant for the investors to invest 
in public sector and private sector mutual fiind schemes. 
3. Credit ratings by different credit rating agencies are a significant factor which 
influences the perception of investors. 
4. Market fluctuafions significantly influence the investors for investment decisions. 
5. Portfolio selecfion and selecting the types of securities is a very significant 
criterion forjudging the performance of mutual fiands. 
6. Mutual fund investments are suitable for small investors. 
7. Higher tax yields are required for encouraging the investment in mutual fimds. 
8. Mutual fiind investments provide shield against direct investment in shares. 
9. In all the public sector mutual fimds, as per the corpus or the total amount invested 
by the people UTI still holds the maximum share. However the trend has moved in 
favour of private sectors, more sharply since 2000-01. 
10. Within the private sector the funds leading are Franklin Templeton India, HDFC 
mutual fiind, Reliance mutual fiind etc. 
11. As per schemes wise break up, out of the total currently operative schemes 
maximum investments are in growth schemes. 
12. The proportion of open ended schemes as against close ended ones in all the 
categories is very high 
13. The most preferred basis for an investment option are high returns at first place 
followed by safety and reliability at second and third place respectively. 
14. As per the analysis people prefer to invest in equity schemes the most because of 
higher returns and then in balance schemes followed by sector specific schemes 
and debt schemes. 
15. Disclosure of adequate information is ranked at the first place followed by market 
fluctuations as the most important factors influencing the choice investment into a 
fund. 
16. The respondents consider only the return provided to be the best criteria for 
performance appraisal followed by NAV 
17. On analysis it has been revealed that investors do not rate the funds perfomiance 
based on its size to be a guarantee for better performance that is bigger size fund is 
not assumed to be a guarantee for better performance like in the case of UTI. 
18. Majority of investors base their investment decisions either through the 
newspapers or published journals and very less numbers base their investments on 
the basis of broker advice or suggestions. 
19. Analysis of returns received highlighted the finding that nearly four fifth of the 
investors have got either high or very high returns from mutual funds due to the 
boom in Indian stock markets. 
20. Public sector mutual funds are not more secured than the private sector mutual 
funds. 
21. Mutual fund investments provide shield against the risk of loss due to direct 
investment in shares. 
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22. Private sector mutual funds have performed better than the pubhc sector mutual 
funds. 
23. The respondents have clearly shown that the reciprocity plays a key role as 
perceptual parameters in the buying of private sector mutual funds. 
24. The respondents have disagreed with the perceptual parameters of empathy and 
trust playing a key role in determining that public sector mutual funds are more 
secure than private sector mutual funds. 
SUGGESTIONS 
The findings of this study, as discussed above, may prove to be of great use to the 
government for streamlining the working capital markets trough its regulatory bodies like 
SEBI etc. so as to check the exploitation of small investors who are one of the major 
players of capital needed for economic growth of the country. It may help SEBI to control 
effectively the working of mutual funds so as to regain lost confidence with investors and 
take effective steps for confirming investor's right adherence by them. 
As reported in the study, mutual funds, too, can earmark and try to improve upon their 
weak areas regarding the factors that influence investors decision making as regards 
choice of mutual fund, the facilities or option they expect from a mutual fund, the criteria 
they generally believe to be the best for performance appraisal of a fund, their general 
perception towards mutual fund at present and the problem which they encountered that 
resulted in development of aversion toward mutual fund in the minds of investors. Mutual 
fund extends full support to the investors in terms of Investment advisory service ensuring 
full discloser of relevant information to investors by the fund, consulting regarding 
understandability of terms of issue of different schemes, etc. Further, as study was 
concentrated, on the issues of percepfion and problems of small investors regarding 
investments mutual funds, some important suggesfions to them for successful investing 
will be relevant here, generally, average small investors commit following mistakes while 
invesfing in stock markets: 
1. Over enthusiastic for making quick money, ignoring thereby the risk elements and 
profit potential of a given stock. 
2. Putting all their money in one or few investments i.e. ignoring the strategy of 
diversification of mutual funds. 
3. Not spending time in analyzing industries growth potential and overall market risk. 
4. Improper attention to the aspect of timing the market either bearish or bullish. 
5. Always insisting for short tenn investments 
6. No attempt for well tliought out investment plan. 
So, the question is: what should an investor do for getting healthy profits over such 
investments? the answer is: enough patience that is needed of keeping money invested for 
a long period of time and if one wishes that his capital should grow consistently the 
mutual fund are better option, but remember, they too can not make one wealthy in short 
period of time. However here, are some suggestions for better investing: 
Try to save as much as your budget allows, as more saving leads to more investment that 
will grow into bigger capital base. 
Plan your investment over a longer period of time, keeping in mind your age, your 
financial targets, your level of risk aversion your saving pattern and your investments 
objectives. 
Invest more in stock funds but do keep a reasonable part of your investments in liquid 
securities as money market funds, short tenn bonds etc so as to meet any contingent 
situation. 
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Try not to invest in highly volatile funds. 
Think before you invest by collecting and analyzing enough information about the fiind 
you plan to invest in. 
Try not confusing yourself by spreading your investment too wide but reasonable 
diversification of investment is a must also. 
Periodically keep reviewing objectives of your investment and try to keep your assets in 
balance and maintain proper record of your transactions. 
It is very important to maintain targets for your investments and book profits (or part 
profits) at regular intervals. It is very difficult to predict the peaks and bottoms in the 
markets; therefore it is important to keep booking profits at regular intervals by buying 
and selling the mutual funds at appropriate time. 
It is not recommended for small investors to borrow and invest in the markets. Since 
investments in stock markets come with a risk of loosing the principal amount investors 
should only invest their risk capital through mutual funds schemes. 
It is advisable for small investor to invest in blue-chip stocks only (large Cap or Mid Cap) 
as investment in Small Caps and penny stocks come with higher risks. 
Mutual fiinds come in a variety of flavors from professional management to benefits of 
diversificafion; investors can build a successful portfolio. Easy liquidity, convenience and 
flexibility should be kept in mind while investing with a variety of mutual funds and 
investing strategies investors can pick the fiands that match their objectives, risk appetite 
and goals. 
All of us need to manage our finances wisely. While some aspects of financial 
management change with age, the basic principles of good financial habits and planning 
remain the same through out one's life. The undemoted suggesfions should be kept in 
mind at all times before investing. 
The Goal: If you have a good goal that you are targefing to achieve, then it becomes 
easier for you to trace your progress and analyze whether your investment strategy makes 
sense or not. It is very important to be well aware of targets before planning its end. 
The Time: Once you have identified your goals over what time period you want to 
achieve your goals, this will not help you be focused and motivated but will also help you 
alert of the risks involved. 
The Risk: Every investment has risks associated with it. Every individual should take risk 
according to his or her capacity. Some investments are risky than others. Define investing, 
it is good to know your capacity to take risks so that there are no jolts later. 
The Inflation: In a fast growing economy, inflation is a fact of life. Manage your 
investments accordingly. For instance, mutual funds would offer better protection than 
fixed deposits against inflation. 
The Limitations: It is always good to stay within your means. Stay away from 'bad-debt' 
- debt you take for consumption purposes. Otherwise you could risk falling into the debt 
trap where you have to borrow more to pay off your previous debts. 
Based on the literature review and text available few suggestions are being referred for the 
effective implementation of relafionship marketing. The following issues need to be 
addressed before the public sector mutual funds can implement relationship marketing 
approach. 
• Internal communications 
• Political dynamics 
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• Organizational structured reward systems 
• Lack of leadership and executive involvement 
• Misinterpretation that technology is the solution 
• Lackof knowledge and training 
• Process planning 
• Inadequate or no change management methodologies 
• Weak follow through after technology implementation 
SCOPE FOR FURTHER RESEARCH 
Mutual fund is such a wide area of research that no single study can cover different related 
dimensions. Even primary surveys for studying the perceptions of investors toward the 
mutual fiinds from time to time are not regular feature in hidia, hence there is much 
potential of research on a bigger scale covering wider area. 
Further, research can also be conducted for studying perceptions of institutional investors 
toward mutual funds, the area which has been left out of the scope of the present study. 
Research is also needed to review use of parameter beta (P i.e. systematic risk) for 
performance evaluation of mutual fund in relation to a chosen market index as a 
benchmark. This is because, beta is calculated on the basis of total return earned by a 
given equity - diversified fund in relation to the market return whereas no equity -
diversified fund even invest solely in equities rather they, too, keep 5% to 10% of total 
invested funds in liquid securities for meeting any contingent occurrence. Hence, for true 
performance evaluation, beta should be adjusted accordingly on the basis of percentage of 
total investment in equities. 
There is lot of scope for improvement in the research for evaluating mutual fund 
performances. Various other multi-criteria decision models could be tested for evaluating 
mutual fund performances. Testing of fund performances in the long run can be done. 
Extended sample of public-sector sponsored, private-sector Indian sponsored and private-
sector foreign sponsored mutual funds can be taken for generating results. Portfolio risk 
through the measure of Value At Risk (VAR) can also be tested for differences in mutual 
fund classes. 
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QUESTIONNAIRE 
Have you ever invested in mutual funds? 
a. Yes (If yes, Name the fund 
b. No 
2. Do you intend to invest in mutual funds? 
a. Yes 
b. No 
What form of investment(s) do 
a. 
a. 
b. 
c. 
d. 
e. 
f. 
g-
h. 
i. 
Real Estate 
Shares/debentures 
Mutual Funds 
Fixed Deposits 
Post Office Schemes 
PPF 
UTI schemes 
Gold 
Lie Policy 
NSC,NSS 
you prefer? Rank them in order of your preference, 
4. Tick the most preferred basis that you consider are important while investing into 
any investment scheme. 
a. Safety 
b. Liquidity 
c. Tax Benefit 
d. Reliability 
e. High Return 
5. Which type of scheme do you prefer most? 
a. Equity (Growth & Dividend) 
b. Debt (Income) 
c. Balanced 
d. Sector Specific 
e. Tax Benefit 
6. Which of the following source of information influenced you most in selection of 
Mutual funds? 
a. Brokers 
b. Financial Advisors 
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c. Friend's Advice 
d. Newspapers/ Financial Journal 
e. TV/ Internet 
7. What has been your experience with returns expected from investment in mutual 
Funds: 
a. Very High 
b. High 
c. Neither High nor Low 
d. Very Low 
e. Not Applicable 
Please rate whether the past record of the organization influenced your choice of 
Public sector/ Private sector mutual funds 
Very 
Insignificant 
(VS2*) 
Insignificant 
(ISl*) 
Neutral (NO) Significant 
(SWl) 
Very Significant 
(VSW2) 
*: Indicates negative weightage. 
9. Please indicate/rate whether growth prospects as a factor influenced your 
investments in mutual funds? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
10. According to its significance please rate/indicate whether credit rating as a factor 
influenced your choice of Public sector/Private sector mutual fund? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
11. Please rate whether the market fluctuations as a factor influenced your investment in 
Private/ Public sector mutual fund? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
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1. Is your choice for Public/Private sector mutual fund dependent upon disclosure of 
adequate information? Please rate according to its significance to you. 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
2. Is your criterion for the size of the fund influenced your decision for investment. 
Please rate according to its significance to you? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
3. Please rate according to its significance whether the criterion for perfonnance 
appraisal based upon portfolio selection influenced your investment in 
Public/Private sector mutual fund? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
4. Please rate according to its significance whether the criterion for performance 
appraisal based upon net asset value influenced your investment in Public/ Private 
sector mutual fund? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
5. Please rate whether you prefer return/dividend for selecting Private/Public sector 
mutual fund investment? 
Very 
Insignificant 
Insignificant Neutral Significant Very Significant 
6. Please specify the level of agreement whether mutual funds are useful for small 
investors? 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
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7. Please specify the level of agreement whether Public/ Private sector mutual funds 
give higher return than other investments 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
8. Do you think that private sector mutual funds perform better than public sector? 
Please specify your level of agreement. 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
9. Do you think that the mutual funds provide higher tax shield to the investors? 
Please specify your level of agreement. 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
10. Do you think that mutual funds with large corpus perform better than smaller ones? 
Please specify your level of agreement. 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
!. Do you agree that mutual funds having balanced portfolio only give better returns" 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
12. Do you think that closed ended Private/Public sector mutual txmds are risky? 
Please specify your level of agreement. 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
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13. Do you agree that Public sector mutual funds are more secured than Private sector 
mutual funds? 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
14. Do you agree that open ended mutual fiinds should also be listed on stock 
exchange? 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
15. Do you agree that mutual fund investment is like owning any other asset? 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
16. Do you agree Private/Public sector mutual fiind investment provides a shield 
against risk of loss of direct investment in shares? 
Strongly 
Disagree 
Disagree Neither Agree Nor 
Disagree 
Agree Strongly Agree 
7. Rank the following perceptual factors in accordance to private sector and public 
sector institutions. (Do not give the same rank for a particular factor) 
Factor 
Trust 
Bonding 
Communication 
Empathy 
Reciprocity 
Culture 
Customer Satisfaction 
Rank(l to 7) 
154 
PERSONAL INFORMATION 
Name 
Institution 
Profession 
Income (p.a.) 
Age Group a) 20-30 yrs. 
b) 30-40 yrs. 
c) 40-50 yrs. 
d) 50-60 yrs. 
e) 60-70 yrs. 
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Survey Results 
Comparison of Private Vs. Public Mutual Funds on the basis of their Performance (%) 
Private Sector Mutual Funds 
S. 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
Scheme Name 
Kotak Balance- Growth 
Kotak Balance- Dividend 
JM Balanced- Dividend 
JM Balanced- Growth 
Escorts Balanced Fund-
Dividend 
Escorts Balanced Fund-
Growth 
Prudential ICICI 
Balanced- Dividend 
Prudential ICICI 
Balanced- Growth 
HDFC Prudence Fund-
Dividend 
HDFC Prudence Fund-
Growth 
DSP ML Balanced Fund-
Growth 
DSP ML Balanced Fund-
Dividend 
Principal Child Benefit-
Carrer Bulider Plan 
Principal Child Benefit-
Future Guard Plan 
Tata Balanced Fund-
Growth 
Tata Balanced Fund-
Dividend 
Birla Sunlife 95- Growth 
Prudential ICICI Child 
Care Plan- Gift Plan 
Birla Sunlife 95- Growth 
Sundaram Balanced 
Fund- Dividend 
Sundaram Balanced 
Fund- Growth 
Franklin India Balanced 
Fund- Growth 
FT India Balanced Fund-
Date 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
Ju!y3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
7 days 
3.9592 
3.9592 
3.307 
3.3333 
3.8171 
3.8175 
3.9431 
3.9783 
3.0486 
3.0465 
3.7829 
3.8046 
0.9326 
0.9205 
3.6491 
3.6492 
1.9611 
3.126 
1.9611 
2.5692 
2.5668 
3.3923 
3.3758 
14 
days 
4.4219 
4.4219 
5.3519 
5.2895 
4.0902 
4.0901 
4.5514 
4.5455 
3.6319 
3.6274 
3.9881 
4 
3.2282 
3.1954 
4.1653 
4.1656 
2.6267 
4.3117 
2.6267 
4.0501 
4.0462 
3.4305 
3.4051 
1 
month 
1.8508 
1.8508 
-0.9649 
0.9948 
-1.2911 
-1.3014 
-1.5912 
-1.5748 
-0.6221 
-0.6242 
-0.3474 
0.3607 
-4.3941 
-4.4276 
-2.48 
-2.4797 
-3.7323 
-4.3631 
-3.7323 
-2.8946 
-2.8873 
-2.4366 
-2.4431 
•••::> 3 
month 
-8.755 
-8.755 
-7.648 
-7.666 
-8.305 
-8.315 
7.851 
7.8526 
-7.777 
-7.778 
-9.13 
-9.128 
-11.44 
-11.47 
-11.48 
-11.48 
-9.635 
12.679 
-9.635 
-11.96 
11.958 
9.5358 
9.5363 
6 
month 
12.376 
12.876 
12.438 
12.426 
8.771 
8.6971 
5.3735 
5.3499 
3.7377 
3.7335 
6.9129 
6.8665 
5.4723 
5.415 
8.6971 
8.6926 
4.5027 
1,3342 
4.5027 
2.8202 
2.8052 
3.8519 
3.846 
1 Year 
42.9007 
42.9007 
39.9052 
39.8171 
39.1509 
39.0456 
36.8744 
36.8651 
36.2201 
36.2095 
35.7056 
35.6893 
32.2004 
32.1778 
30.5747 
30.5314 
29.729 
29.7274 
29.729 
27.994 
27.9572 
27.1917 
27.1591 
3 Year 
41.9097 
41.9097 
31.8206 
29.4882 
41.3121 
41.2791 
37.4276 
37.416 
40.9818 
41.0143 
36.3338 
36.3092 
32.5523 
32.5622 
39.1328 
39.1257 
36.6634 
35.5243 
36.6634 
31.108 
31.6543 
31.3292 
33.9223 
160 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
Growth 
FT India Balanced Fund-
Dividend 
Franklin India Balanced 
Fund- Dividend 
HDFC Balanced Fund-
Dividend 
HDFC Balanced Fund-
Growth 
Principal Balanced Fund-
Growth 
Principal Balanced Fund-
Dividend 
Birla Balanced Fund-
Growth 
Birla Balanced Fund-
Dividend 
Tata Young Citizens 
Fund 
HDFC Childrens Gift 
Fund-Investment Plan 
ING Vysa Balanced 
Fund- Growth 
ING Vysa Balanced 
Fund- Dividend 
Escorts Opportunities 
Fund- Dividend 
Escorts Opportunities 
Fund- Growth 
Templeton India Pension 
Plan- Growth 
Templeton India Pension 
Plan- Dividend 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
3.3769 
3.3703 
3.5273 
3.5278 
2.7991 
2.8649 
3.0466 
3.0323 
1.5291 
3.4279 
2.7435 
2.7451 
1.9022 
1.9019 
2.0203 
2.0196 
3.4058 
3.3703 
2.6595 
2.6566 
2.7427 
2.7948 
3.557 
3.5206 
1.4052 
3.962 
3.5961 
3.5573 
2.9933 
2.9927 
2.1837 
2.1837 
-2.4444 
-2.4557 
-1.2243 
-1.235 
-5.3562 
-5.3358 
-0.562 
-0.5852 
-2.3785 
-1.3283 
-5.4293 
-5.4152 
2.7368 
-2.7378 
-1.2684 
-1.2741 
-9.639 
-9.657 
-9.798 
-9.825 
-13.05 
-13.03 
-9.556 
-9.58 
-8.406 
-10.87 
-13.96 
-13.96 
-9.641 
-9.647 
-4.645 
-4.649 
3.8357 
3.8132 
3.0947 
3.0643 
1.0793 
1.0724 
1.5004 
1.4607 
4.7544 
-4.669 
-2.239 
-2.512 
5.1015 
5.0838 
1.5556 
1.5901 
27.1576 
27.1418 
26.7678 
26.7229 
25.9685 
25.9331 
25.2543 
25.187 
22.98 
21.6705 
20.2 
19.7266 
18.4861 
18.4627 
12.4847 
11.1527 
33.9186 
31.3384 
30.269 
30.273 
35.0379 
35.0252 
28.747 
28.7059 
25.939 
27.835 
28.7137 
28.5437 
20.5424 
20.5906 
19.5798 
18.3516 
Source: SBI Mutual Fund Data Sheet 
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Pub 
S. 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17. 
18. 
19. 1 
ic Sector Mutual Funds 
Scheme Name 
UTl Mahila 
Structure 
SBI Magnum ] 
Fund- Growth 
SBI Magnum ] 
Fund- Dividend 
Lie Balanced-
(Growth) 
Lie Balanced-
(Dividend) 
Lie Balanced-
(Div Re Invest) 
UTI Balanced 
Dividend 
UTI Balanced 
Growth 
UTI Scheme 
Income 
UTI Scheme 
Growth 
BOB Balanced 
Growth 
BOB Balanced 
Dividend 
UTI Childrens 
Balanced Fund 
UTI ULIP 
Unit 
Balanced 
Balanced 
Plan C 
Plan A 
Plan B 
Fund-
Fund-
2002-
2002-
Fund-
Fund-
Career 
BOB Children Fund- Gift 
Plan 
BOB Children 
Study Plan 
Can Balanced 11 
Can Balanced-
Plan 
Can Balanced-
Plan 
Fund-
Growtli 
Income 
Date 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
Juiy3,2006 
July3.2006 
July3,2006 
.Iuly3.2006 
.(uly3,2006 
7 days 
0.1966 
2.4529 
2.4355 
3.9469 
3.9469 
3.9469 
2.1417 
2.1716 
3.0252 
3.0252 
4.4699 
4.5101 
1.5489 
0.2998 
0.0598 
0.026 
4.2826 
3.3417 
3.3088 
14 
days 
0.4382 
3.6318 
3.6471 
2.3193 
2.3194 
2.3194 
2.7624 
2.7966 
2.6801 
2.6801 
1.4127 
1.4595 
1.8453 
0.0212 
0.1188 
0.0511 
2.7726 
3.7752 
3.7538 
1 
month 
0.2821 
-2.996 
-2.9982 
-1.2098 
-1.2092 
-1.2092 
-0.9535 
-0.9682 
-1.8415 
-1.8415 
-2.9923 
-2.9369 
0.8734 
-2.7971 
0.2455 
0.1002 
0.8618 
-2.1748 
-2.1474 
3 
month 
8.5686 
10.196 
10.128 
12.93 
12.799 
-13 
-8.868 
-8.871 
-10.18 
-10.18 
-17.99 
-17.98 
-2.705 
-7.458 
0.6699 
0.2719 
-6.894 
-11.33 
-11.3i 
6 
month 
17.721 
8.1426 
8.179 
2.585 
2.6422 
2.6422 
3.4765 
3.4066 
3.2856 
3.2856 
-2.427 
-2.42 
5.9618 
-0.594 
0.4475 
-1.471 
19.143 
2.3583 
2.3679 
1 Year 
47.6823 
39.4452 
39.4105 
29.9721 
29.846 
29.846 
26.4092 
26.2492 
25.715 
25.5867 
21.6139 
21.6087 
18.5131 
14.7244 
1.7925 
-0.9209 
58.7577 
18.2644 
18.2074 
3 Year 
24.5102 
51.5281 
51.6577 
24.9641 
24.9251 
24.9251 
28.6705 
29.3197 
24.8232 
24.8232 
N/A 
N/A 
17.6897 
16.5531 
N/A 
N/A 
41.1163 
18.0541 
17.0922 
Source: SBI Mutual Fund Data Sheet 
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Open Ended Tax Planning Funds ranked on the basis of their performance (%) as on Jul03'2006 
Performance 
Rank 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
Scheme Name 
Escorts Tax Plan-
Growth 
Escorts Tax Plan-
Dividend 
Sundaram Tax 
Saver- (Open 
Ended Fund)-
Dividend 
HDFC Taxsaver-
Growth 
HDFC Taxsaver-
Dividend 
PRINICIPAL Tax 
Savings Fund 
Sundaram Tax 
Saver- (Open 
Ended Fund)-
Growth 
SB I Magnum Tax 
Gain Scheme 93 
Franklin India 
Index Tax Fund 
Sahara Taxgain-
Growth 
Sahara Taxgain-
Dividend 
Canequity 
Taxsaver 
Franklin India Tax 
shield- Growth 
Franklin India Tax 
shield- Dividend 
Birla Equity Plan 
HDFC Long Tenn 
Advantage Fund-
Div 
HDFC Long Term 
Advantage Fund-
Gowth 
Birla Sunlife 
Capital Tax Relief 
96 
Prudential ICICI 
Taxplan-Growth 
Date 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3J006 
July3,2006 
July32006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
7 days 
4T726 
4T719 
3.2463 
5T712 
5T725 
2.1171 
8.2422 
8.144 
6.893 
3.4303 
3.4306 
3.9082 
5.4702 
5.4505 
3.8498 
3.8058 
3.804 
2.5812 
1.7614 
14 days 
4.457 
4.4572 
7.3257 
5.47 
5.4708 
3.8368 
7.2818 
4.3077 
7.8648 
5.3149 
5.3152 
5.3459 
5.1406 
5.1135 
4.3457 
5.1356 
5.1347 
4.3469 
4.6349 
I 
month 
-4.0471 
-4.0472 
-4.8536 
-2.5539 
-2.5537 
-7.6151 
-5.1512 
-2.7725 
1.8647 
-4.9117 
-4.9115 
-4.5584 
-2.6414 
-2.6347 
-5.2883 
-3.7663 
-3.7669 
-6.9161 
-8.5162 
3 month 
13.5685 
-13.4909 
18.0994 
-13.7869 
-13.7836 
-19.4044 
-18.3327 
-13.502 
-9.0541 
-17.5374 
-17.5368 
N/A 
-15.3259 
-15.3411 
-17.9343 
-14.7512 
-14.7484 
-18.4944 
-19.1069 
6 
month 
-8.5303 
8.5079 
-2.4514 
4.9853 
4.9879 
4.6911 
-2.8096 
4.4971 
9.1086 
-1.6662 
-1.7278 
-0.8628 
3.5952 
3.5856 
-0.9473 
-1.6654 
-1.6612 
2.7903 
-3.3588 
lYear 
48.4691 
48.4247 
46.2977 
45.8946 
45.89 
45.8258 
45.6605 
44.9743 
42.0168 
41.9664 
41.9389 
40.2363 
40.1685 
40.1547 
39.3457 
37.9539 
37.9488 
37.4822 
35.2451 
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3 Year 
45.5264 
45.0476 
58.1439 
66.8441 
66.8364 
53.5226 
57.9129 
85.5836 
39.834 
49.366 
49.7786 
39.4141 
51.3045 
51.2927 
52.7094 
59.2877 
59.2687 
43.001 
62.6136 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
Prudential ICICI 
TaxPlan-Dividend 
ING Vysya Tax 
Saving Fund-
Bonus 
ING Vysya Tax 
Saving Fund-
Dividend 
ING Vysya Tax 
Saving Fund-
Growth 
Principal Personal 
Taxsaver 
UTI Equity Tax 
Savings Plan-
Dividend 
UTI Equity Tax 
Savings Plan-
Growth 
TATA Tax Saving 
Fund 
Lie Tax Plan-
Growth 
Lie Tax Plan-
Dividend 
BOB ELSS 96 
Taurus Libra 
taxshield 
Kotak taxsaver-
Dividend 
DBS Chola 
Taxsaver Fund-
Growth 
DBS Chola 
Taxsaver Fund-
Growth 
ABN AMRO Tax 
Advantage Plan-
Dividend 
Fidelity Tax 
Advantage Fund-
Growth 
DWS Tax Saving 
Fund- Dividend 
ABN AMRO Tax 
Advantage Plan-
Growth 
Fidelity Tax 
Advantage Fund-
Dividend 
Kotak taxsaver-
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
July3.2006 
July3,2006 
July3,2006 
July3,2006 
July3,2006 
1.7279 
1.039 
1.1182 
1.0932 
2.1706 
2.8686 
2.87 
5.0877 
5.9655 
5.966 
8.1309 
-0.132 
1.7765 
3.0907 
3.0907 
5.4468 
4.3392 
4.8793 
5.4457 
4.3392 
1.7765 
4.6202 
4.6825 
4.7146 
4.69 
5.6092 
3.2129 
3.2086 
6.4864 
7.0754 
7.0759 
9.6947 
3.4083 
3.9976 
4.1289 
4.1289 
7.2384 
4.5591 
8.2905 
7.2477 
4.5591 
3.9976 
-8.5437 
-9.4928 
-9.5714 
-9.5482 
-6.5886 
-4.2931 
-4.3097 
-5.0895 
-0.3489 
-0.3491 
0.54 
-4.8903 
-8.3246 
-4.7005 
-4.7005 
-6.3148 
-2.5434 
-3.5581 
-6.3137 
-2.5434 
-8.3246 
-19.1555 
-21.4776 
-21.5613 
-21.5354 
-19.0402 
-19.3263 
-18.3534 
-18.4953 
-15.6177 
-15.6177 
-14.9148 
-21.4397 
-20.9113 
-16.5456 
-16.5456 
-16.1597 
-14.5112 
-17.538 
-16.1506 
-14.5112 
-20,9173 
-3.3797 
-7.7762 
-7.8983 
-7.9184 
1.1664 
-6.1934 
-6.1003 
-4.5749 
3.9063 
3.8359 
-4.1199 
-21.236 
-2.1192 
-3.3645 
-3.3645 
N/A 
N/A 
N/A 
N/A 
N/A 
-2.1102 
35.1667 
32.4697 
32.2952 
32.2665 
30.6496 
26.4309 
26.3633 
26.2184 
23.8105 
23.6223 
20.3303 
-5.8065 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
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62.5613 
N/A 
N/A 
N/A 
42.0585 
44.9142 
44.883 
49.8913 
33.394 
32.5212 
42.1189 
28.4993 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
41 
42 
43 
Growth 
DWS Tax Saving 
Fund- Growth 
Rehance Taxsaver 
Fund- Growth 
Rehance Taxsaver 
Fund- Dividend 
July3,2006 
July3,2006 
July3,2006 
4.8791 
2.3563 
2.3563 
5.2905 
4.3228 
4.3228 
-3.5581 
-6.2985 
-6.2985 
-17.538 
-20.2643 
-20.2643 
N/A 
-3.0357 
-3.0357 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
Source: SBI Mutual Fund Data Sheet 
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Mutual Fund Returns, Standard Deviation, Variance, Coefficient of Variation, 
CRISIL Balanced Fund Index, S & P CNX Nifty Index Return (May, 2003 to May, 
2006) 
Fund Name 
canbank index-
growth plan 
GIC Balanced Fund 
Lie G Sec Fund -
Dividend 
UTI Balanced Fund 
- Growth 
SBl Magnum 
Balanced Fund -
Dividend 
Escorts Balanced 
Fund - Dividend 
Prudential ICICI 
Balanced - Growth 
Birla Bond Index 
Fund - Growth 
Choi a Growth Fund 
-Growth 
ING Vysya Liquid 
Fund - Growth 
Reliance Growth -
Growth 
Sahara Taxgain -
Growth 
Sundaram Money 
Fund - Growth 
JM MIP FUND-
Monthly Dividend 
Franklin FMCG 
Fund - Dividend 
DSP Merrill Lynch 
Balanced Fund 
Dividend 
ABN AMRO Cash 
Fund - Growth 
Grindlays Cash 
Fund - Growth 
Type 
Pu 
Pu 
Pu 
Pu 
Pu 
Pu 
Pvl 
Pvl 
Pvl 
Pvl 
Pvl 
Pvl 
Pvl 
PvF 
PvF 
PvF 
PvF 
PvF 
Fund 
Return 
-0.000484 
0.001069 
0.000056 
0.000328 
0.001095 
0.001927 
0.001004 
0.000125 
0.000908 
0.000263 
0.010950 
0.005880 
0.000642 
0.000035 
0.001107 
0.000966 
0.000152 
0.000203 
Standard 
Deviation 
0.003922 
0.002376 
0.001152 
0.002871 
0.003343 
0.075353 
0.002900 
0.000376 
0.005401 
0.000338 
0.042239 
0.015326 
0.002047 
0.000009 
0.002448 
0.002682 
0.000013 
0.000115 
Variance 
0.000015 
0.000006 
0.000001 
0.000008 
0.000011 
0.005678 
0.000008 
0.000000 
0.000029 
0.000000 
0.001784 
0.000235 
0.000004 
0.000000 
0.000006 
0.000007 
0.000000 
0.000000 
cov 
-8.098889 
2.222040 
20.63999 
8.753963 
3.051424 
39.11232 
2.888085 
3.006045 
5.951515 
1.284391 
3.857559 
2.606292 
3.190220 
0.257009 
2.212039 
2.775531 
0.082891 
0.568048 
CRISIL 
Balanced 
Fund 
Return 
0.000717 
0.000628 
0.000561 
0.000561 
0.000703 
0.000561 
0.000418 
0.000938 
0.000418 
0.000561 
0.000761 
0.000783 
0.000561 
0.000653 
0.000354 
0.000418 
0.000828 
0.001810 
S & P 
CNX 
Nifty 
Return 
0.0014 
0.0010 
0.0009 
0.0009 
omu 
0.0009 
0.0007 
0.0017 
0.0010 
0.0009 
0.0013 
0.0014 
0.0009 
0.0000 
0.0007 
0.0007 
0.0016 
0.0009 
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Characteristics of Mutual Fund During May, 2006. 
Fund Name 
Canbank Index-
Growth Plan 
GIC Balanced Fund 
Lie G Sec Fund -
Dividend 
UTI Balanced Fund -
Growth 
SBI Magnum 
Balanced Fund 
Dividend 
Escorts Balanced 
Fund - Dividend 
Prudential ICICI 
Balanced - Growth 
Birla Bond Index 
Fund - Growth 
Chola Growth Fund 
-Growth 
ING Vysya Liquid 
Fund - Growth 
Reliance Growth -
Growth 
Sahara Taxgain 
Growth 
Sundaram Money 
Fund - Growth 
JM Auto Sector 
Fund - Dividend 
Franklin FMCG 
Fund - Dividend 
DSP Merrill Lynch 
Balanced Fund -
Dividend 
ABN AMRO Cash 
Fund - Growth 
Grindlays Cash 
Fund - Growth 
Net 
Assets(in 
Rs crores) 
2.81 
47.49 
180.3072 
506.7966 
95.13 
4.37 
167.60 
4.20 
37.11 
729.66 
1135.44 
2.08 
472.83 
27.57 
20.74 
235.59 
532.99 
3938.97 
Stock 
% 
98.43 
72.85 
0.00 
58.81 
68.71 
60.83 
67.28 
0.00 
98.05 
0.00 
88.89 
88.94 
0.00 
94.12 
98.59 
66.32 
0.00 
0.00 
Holdings(in 
numerals) 
50 
23 
2 
49 
32 
28 
40 
4 
22 
15 
37 
29 
28 
20 
19 
61 
33 
60 
Top ten% 
58.47 
75.60 
85.23 
39.21 
45.51 
62.04 
32.38 
80.04 
64.00 
59.77 
31.61 
47.15 
33.54 
66.36 
76.22 
42.59 
40.92 
14.70 
Market cap 
(in Rs crores) 
0.03 
1.54 
56.65 
8.35 
2.87 
0.12 
3.85 
0.92 
1.48 
9.90 
19.23 
0.06 
9.81 
0.62 
1.05 
2.60 
9.75 
24.82 
Source: SBI Mutual Fund Data Sheet 
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GLOSSARY 
Active Portfolio Management 
Is a systematic and proactive approach to investment with the goal of beating the market. 
This strategy is based on the premise that markets are not efficient and that there is scope 
to earn abnonnal profits through an active investment strategy. 
Annualized Return 
The return a ftind would have generated over a year on a compounded basis. This method 
is the best indicator to measure the performance of a fund. 
Asset Management Company (AMC) 
A Company registered with SEBI, which takes investment/ divestment decisions for the 
mutual fund, and manages the assets of the mutual fund. e.g. for Sun F&C mutual fund , 
the AMC is Sun F&C Asset Management (India) Pvt. Ltd. 
Asset Allocation 
It is the process of allocating the overall corpus to different assets like equities, bonds, real 
estate, derivatives etc. 
Back-end Load 
A kind of redemption charge that an investor has to pay for withdrawing his money from 
the mutual fund. It is basically imposed to discourage investors from exiting the fund. It is 
also popularly referred to as an Exit Load. 
Balanced fund 
A fund that invests substantially both in debt and equity. 
Bottom-up Investing 
It is a strategy of selecting the company for investment first and then cross checking it by 
evaluating factors pertaining to the industry and the economy. It is the opposite of the top-
down approach to investing. 
Ciosed-cndcd fund 
A fund where investors have to commit their money for a particular period. In India these 
closed-ended funds have to necessarily be listed on recognized stock exchanges which 
provide an exit route. 
Contingent deferred sales charge (CDSC) 
An exit charge permitted under the regulations for a no-load scheme. 
Continuous Offer Period 
Is the date from which the units are available for sale and repurchase at a price linked to 
NAV of the scheme. 
Corpus 
The total investable funds available with a mutual fund scheme at any point of time. 
Credit Risk 
It is the risk that the issuer of a fixed income security may default on payment of interest 
and repayment of principal. It is also referred to as default risk. 
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Dated Security 
A debt instrument that is long term in nature and has a fixed date of redemption. 
Debt fund 
A fund that invests in debt securities hke Government securities, Treasury Bills, corporate 
Bonds etc. These funds are generally preferred by investors wanting steady income and 
not willing to take higher risks. 
Dematerialization 
The process of converting the physical /paper shares in Electronic form. SEBI had made it 
compulsory to get the shares of some companies dematerialized. In this process the 
investor opens an account with a Depository Participant (DP) and the number of shares the 
investor holds is shown in this account. 
Depository Participant 
An authorized body who is involved in dematerialization of shares and maintaining of the 
investors accounts. 
Discount/Premium to (Net Asset Value) NAV 
It is the difference between the unit price and NAV. If the price is higher than the NAV, 
the units are trading at premium: if the price is lower, the units are trading at a discount. 
Diversification 
It is the investment strategy of not putting all one's eggs in one basket. By diversifying a 
portfolio across different industries, overall risk of the portfolio is reduced. 
Dollar Cost Averaging 
The strategy of dividing the investible amount into a number of equal parts and buying at 
regular intervals to take advantage of lower prices. This strategy is more beneficial in a 
bear phase. 
Efficient Portfolio 
A portfolio which ensures maximum return for a given level of risk or a minimum level of 
risk for an expected return. 
Factor Fund 
It is a mutual fund that has a core philosophy of investing in a particular factor or style in 
the market. They are also refen-ed to as Style Funds. Examples of factor funds are Mid-cap 
funds. Low P/E funds, Growth funds etc. 
Financial Pyramid 
An investment plan in the shape of a pyramid structure where the safest investments are at 
the base and the riskiest inxestments at the peak. 
Fixed Income Security 
A type of security that pays fixed interest at regular intervals. These comprise gilt-edged 
securities, bonds (taxable and tax-free), preference shares and debentures. Less risky than 
equity shares and have little scope for capital appreciation. 
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Front-End Load 
An initial amount charged by a fund for its administrative expenses or for paying 
commissions to brokers. If the charge is made at the termination or redemption, it becomes 
a back-end load. 
Gilt-edged Security 
Government securities and bonds, usually with a low interest rate. Considered safest 
investments, as the government security is free from default risk. Originally such 
certificates were edged with gold and hence the name. 
Gilt fund 
Funds that invest predominantly in government securities and treasury bills. It is good for 
investors who desire safety of principal and adequate liquidity. 
Go-Go Fund 
A mutual fund which invests in highly risky but potentially profitable investments. Such a 
fiind usually has a short life. 
Equity/GroAvth fund 
A fiind that invest primarily in equities and has capital appreciation as its investment 
objective. 
Fund Manager 
A professional manager appointed by the Asset Management Company to invest money in 
accordance with the objects of the scheme. 
Fundamental Analysis 
A method of investment analysis based on the fundamentals like turnover, net profit, 
growth, and vision of a company. The boom or depression of the stock markets is not 
considered in this analysis. 
Income Fund 
A fund that usually invests in debentures, bonds, and high dividend shares. Preferred by 
investors who wants regular income. It pays dividends to the investors out of its earnings. 
Index Fund 
A fund whose portfolio is benchmarked against a popular index like the BSE Sensex or the 
BSE Natex. Such an investment philosophy reflects the belief that the market is efficient 
and trying to beat the market over the long tenn is fufile 
Initial Offer Period 
Tlie dates on which the initial subscription to the units of the scheme can be made. It is 
similar to the IPO of an equity issue. This initial offer period is followed by a continuous 
offer period. 
Interest Rate Risk 
The change in the price of a debt security due to changes in the market interest rates is the 
interest rate risk. For debt oriented mutual fund schemes, this interest rate risk affects the 
NAV of the fund. A rise in the interest rates leads to a fall in the price of a fixed income 
security. 
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Interim Dividend 
An advance installment of the dividend finally declared. More often one, but sometimes 
two such payments are made. The final dividend is often at least equal, and somefimes 
more. The interim dividend is a fair indication of a company's profitability, during the 
working year. 
Liquid Fund 
A fiind that invests its corpus in short term instruments like call markets, treasury bills, 
Commercial Paper (CP), Certificate of Deposit (CD). 
Liquidity Risk 
ft is the risk in a fixed income security as well as in equities that these securities may not 
be sold in the market at close to their value. Liquidity risk is characteristic of narrow 
markets like India. 
Load 
A charge by the fund when an investor buys (entry load) or sells (exit load) units in the 
fiand. 
Market Capitalization 
Represents the market value of the company. It is a product of the current market price and 
the number of shares outstanding. 
Market Instrument 
A fully negotiable instrument for short-term debt. 
Market Lot 
A fixed minimum number of shares, in which or in multiples of which, shares are bought 
and sold on the stock exchange. The advent of dematerialization of shares will do away 
the significance of market lot. 
Net Asset Value (i\AV) 
This is calculated as total assets minus all expenses and divided by the number of 
outstanding units. This is the main perfonnance indicator for a mutual fund, especially 
when viewed in terms of appreciation over time. 
No-Load Fund 
Shares of an open-ended fund, which can be bought directly from the fund without any 
sales charge or brokerage. US-64 is an example of a no-load fund. 
Offer Price 
The price at which units can be bought from a fund. 
Offshore Fund 
A fund domiciled outside the country where investments are made. It is often a tax haven, 
not subject to the tax laws of the holder's country. 
Pari Passu 
Ranking equally. After conversion of debentures into shares, the new shares created carry 
the same rights as the existing shares of the company to receive dividends, rights and 
bonus shares, and to participate in the company's profit and loss. 
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Passive portfolio management 
Exactly the reverse of active portfolio management. The portfolio manager assumes that 
markets are efficient and all information is already analyzed and reflected in the prices of 
shares. This strategy is based on the premise that it is impossible to consistently beat the 
market. 
Rating 
Evaluation of credit risk in fixed income securities. This evaluation is specific to the 
security rated and is done in India by CRISIL, ICRA, Care and Duff & Phelps. 
Record Date 
It is the date announced by the company/mutual fund, which is a cut-off date for corporate 
benefits like dividends, rights, bonus etc. Only investors whose names appear in the 
company's registers on that date are eligible for the said benefits. 
Reinvestment Plan 
It is a plan where the earnings of a mutual fund scheme are reinvested back in the fiind. 
Reinvestment Risk 
It is the risk that the interest on fixed income instruments cannot be reinvested at the same 
rate. This problem becomes pronounced in a falling interest rate scenario. 
Sector fund 
Such funds invest only in stocks belonging to a specific industry usually aimed at growth. 
For e.g. Kothari Pioneer Infotech Fund. Sector fiinds are generally considered to be risky 
in nature. 
Securities 
Financial documents which give the owner specific rights of ownership; these include: 
equity and preference shares, debentures, treasury bills, government bonds, units of mutual 
fund, and any other marketable documents. 
Sinking Fund 
Money regularly set aside in a separate fund and invested by a company for the repayment 
of debt instruments (fixed deposits, debentures, and other loans) or the redemption of 
preference shares, or for replacement of assets. 
Sponsor 
Sponsor is the parent organization that contributes the initial capital of the asset 
management company (AMC). e.g. Kotak Mahindra Finance is the sponsor for Kolak 
Mahindra Mutual Fund. 
Switching 
Transfcning from one scheme to another in a group of schemes operated by a Mutual 
Fund, where the rules so pennit. A switching fee may or may not be charged. 
SWOT Analysis 
A type of fundamental analysis of the health of a company by examining its strengths(S), 
weakness (W), business opportunity (O), and any threat (T) or dangers it might be exposed 
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to. 
Systematic Risk 
This is the market risk that a security faces and is essentially non-diversifiable in nature. 
This risk is caused by macro level factors like changes in inflation, interest rates, budget 
announcements etc. 
Tax saving fund 
Such funds allow the income tax payees to claim a rebate under the Income Tax Act. 
Technical Analysis 
A method of prediction of share price movements based on a study of price graphs or 
charts on the assumption that share price trends are repetitive. Since investor psychology 
follows a certain pattern, what is seen to have happened before is likely to be repeated. 
The technical analyst is not concerned with the fundamental strength or weakness of a 
company or an industry; he only studies price and volume behavior. 
Top-Down Investment 
An approach to stock selection which evaluates the prospects of the economy first, then 
the prospects of the industry and then finally the prospects of a particular company to take 
an investment decision. It is the opposite of a bottom-up approach to investing. 
Transfer Agents 
Professional firms, now mostly computerized, which maintain the records of shareholders 
of their client companies. 
Treasury Bills 
These are bills of exchange, i.e., lOUs, issued by the Reserve Bank of India for short-term 
loans, 91 days to 364 days. 
Unsystematic Risk 
This is the proportion of risk that is specific to a particular company. This diversifiable 
risk could arise due to company specific factors like operational factors, financial factors, 
labor unrest etc. 
Value Investment 
Investment in shares whose intrinsic value is above their market price. Fundamental 
analysts often make recommendations of value investment, as they can spot undervalued 
shares. 
Vulture Fund 
It is a fund that takes over the non-perfomiing assets of bank or financial institution at a 
discount and issues pass-through units to the in\'estors. 
Venture Capital Fund 
A limited company fonned to provide venture or risk capital to new industries. 
Zero Coupon Bond 
A coupon is an interest wan-ant attached to a debt instmment, and the coupon rate is the 
rate of interest. A zero-coupon bond carries no interest, but is sold at a discount to its face 
value, which is the maturity value. The difference between the discounted price and the 
maturity value represents the interest on the bond. 
173 
